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FT Weekend tomorrow 
Organised crime goes 
global -there are no 
longer any 'dean’ states 
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BuHets and TGVs 
High stakes in high-speed 
China rail contract 
Pages 



Nuclear pow in (^fga«y 
Fast mndown'v&imH^eate 
bonanza for outsiders 
Page 4 


Shell shake-up 
Finally ensnared in the 
short-term rat race 

Page 18 


Staunch of tfte euro 


Europe’s new single currency is already 
changing the way financial markets and 
institutions work. The fourth and final 
day of the Financial Times’ 
definitive series. . ' f 

Page B / 4 


House goes ahead with Clinton impeachment debate 


WORLD NEWS 


UK’s highest court 
overturns Pinochet 
immunity ruling 

The House of Lords, Britain's 
highest court, overturned its rul- 
ing that General Augusta Pino- 
chet was not immiaie from pros- 
ecution. There will be a new 
hearing, giving the former Chilean 
dictator a chance to defeat inter- 
national attempts to try him for 
crimes against humanity. Page 
20; Background, Page 5; Edito- 
rial comment; Page IS 

MB’s in budget rebellion 
The European Parliament refused 
to sign off the EU's 1996 budget 
and proposed a censure vote 
against the 20 Commissioners. 
Page 20; Details, Page 4 

China puts dissidefits on trial 
Two prominent Chinese dissi- 
dents went on trial for setting up 
an opposition group. Despite a 
police presence, crowds gath- 
ered to support Wang Youcal in 
Hangzhou and Qin Yongmin in 
Wuhan. Aslan news. Page 13 

Kosovo fitting reported 
At least two ethnic Albanian sep- 
aratists died in dashes In the 
Serbian province of Kosovo, 
where a two-month Did ceasefire 
is under strain. Serb crackdown, 
European news; Page 4 

Political ferment it Israel 
Israel's opposition Labour party 
tried to avert defections to a new 
centre group after prime minister 
Benjamin Netanyahu's threat to 
call elections unless he won sup-, 
port for his peace policies. Inter- 
national news, Page 11 

-European f8m industry moire ' 

US visual effects company Digital 
Domain is tfnking with a consor- 
tium of European investors to 
acquire a state-of-the-art effects 
facility near Dussekforf in Ger- 
many. European news. Page 4 

N Ireland bomb plot admitted 
A bomb in a Northern Ireland bar 
on Wednesday was meant to WIT 
a leading Irish Republican Army 
member, die anti-republican 
Orange Volunteers admitted. UK 
news. Page 14 

OECD warns of threat to growth . 
World stock market declines 
could dent industrialised econo- 
mies' growth in the next two 
years, says the Organisation for 
Economic Co-operation and 
Development. International 
news, Page 11 ' 

Swiss vote for change 
Switzerland's lower house 
approved measures that would - ■ 
sever the Swiss franc’s peg to 
gold and allow the sale of 1,300 
tonnes of excess gold reserves. 

If backed by the upper house, 
the issue could go to a referen- 
dum in 2000, 

Peru moves to rescue reforms 
Peru's government is trying to 
rally support for its economic 
reforms as public doubts surface 
about the wisdom of the IMF- 
monitored programme. . 

Wanner worid 

This year's world temperatures 
are set to be the warmest on 
record, UK scientists say. Inter- 
national news. Page 11 
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■BUSINESS NEWS 


Toyota rejects call 
to help rescue 
banking ally Sakura 

Toyota Motor, Japan's largest ' 
carmaker, rebuffed requests to . 
participate in a planned Y350bn 
($3 bn) capital Injection for Sakura 
Bank, a fellow member of the 
Mitsui hairetsu, or corporate fam- 
ily group. Companies and mar- 
kets, Page 21; Editorial com- 
ment, Page 19 

Banca Commerriafe Hafiana and 
Banca d! Roma accused each 
other of manipulating the Italian 
press to influence negotiations 
on their planned merger. Euro- 
pean companies, Page 22 

URe, the London International 
Financial Futures and Options 
Exchange, . is to allow non- 
members to own Its shares. 
Companies and markets. 

Page 21 

Kvaarner, Anglo-Norwegian 
engineering and construction 
group, agreed to merge its pulp 
machinery operations with those 
of Finnish paper and engineering 
group Ahistrom. European com- 
panies. Page 22 

Pig meat prices have fallen to 
historic lows as overproduction 
and faffing demand from Russia 
and Asia have hit the market 
Companies and markets, Page 
21; Commodities, Page 36 

Fats' South Korean conglomerates, 
or chaebol, signed agreements 
with creditor banks confirming 
promises made to the govern- 
ment on industrial restructuring. 
Companies agd markets,: P®, 
21; Casting a. shadow,' Page 24 

Rabobank arid Achmea;. Dutch 
rro-operative. financial groups, - 
abandoned a planned merger 
after failing to agree on how their 
asset management arid pensions 
operations would be run. Euro- 
pean companies, Page 22 

Hanson, UK buikfing materials 
group, which rejoins the FTSE 
1 00 indexron. Monday after a 
yearfs absence, plans to spend 
about $300m on acquisitions. UK 
companies, Pago 26 

Bertriesmann, German media 
group, said' it had no immediate 
plans to make a bid for EMI, the 
UK music group, and believes 
that EMi is overvalued at its cur- 
rent share price. Ewopean com- 
panies, P»ge 22; lax, Page 20 

TrizecHahn, Canadian, property 
group, announced the acquisition 
of US$660m-worth of US office 
properties and the completion of 
another US$30Dm purchase. 

US and Canadian companies. 
Page 25 - 

Macquarie Bank, Australian 
investment bank, and Kookmin 
Bank of South Korea are to 
develop a treasury derivatives - 
business in Seoul. Asia-Pacific 
companies. Page 24 . - . . 

Euro Prices r 
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By Smart! Baker lw Washtogton 


The US House of Representatives 
Is to press ahead today with a 
debate to impeach President BID 
Clinton even If US forces are still 
engaged in military action 
against Iraq. A vote Is expected 
at the weekend. 

Republican leaders expressed 
support For the president’s 
decision to launch air strikes, 
but reaffirmed their determina- 
tion to try to remove him from 
office for alleged perjury and 
other crimes in the Monica Lew- 
insky case. 

Bob Livingston, the House 
Speaker-elect, was expected to 


announce last night the new 
timetable for the impeachment 
debate, originally scheduled for 
yesterday but postponed because 
of the attacks. 

Today's debate Is likely to con- 
tinue through the night, with the 
votes on four articles of Impeach- 
ment expected tomorrow. 

Mr Clinton faces two counts of 
perjury, and one each of obstruc- 
tion of justice and abuse of 
power. 

As more previously undecided 
Republicans declared they would 
vote against the president, Mr 
Clinton looked certain to become 
only the second American presi- 
dent in history to be impeached 


by the House and sent for trial in 
the Senate. 

Republican leaders are confi- 
dent they have the votes to 
impeach him on at least one 
count of peijury. House Demo- 
crats opposed the decision to go 
ahead with the Impeachment 
vote - especially in the light of 
continuing military action. 

Republican officials said that 
with Christmas and the end of 
the current Congress approach- 
ing, they could not indefinitely 
postpone the debate. 

House Republicans also 
expressed strong support for mili- 
tary action, distancing them- 
selves ih>m remarks on Wednes- 


day by some in the party express- 
ing scepticism about the timing 
of the attacks. 

Newt Gingrich, wbo will step 
down as House Speaker early 
next year, said Mr Clinton had no 
choice but to take military 
action. He led a bipartisan con- 
gressional resolution of support. 

"For the United States to fail to 
lead is in fact to guarantee chaos 
and to guarantee pain across the 
planet and ultimately pain here 
in the United States," Mr Ging- 
rich said. "The president of the 
United States has to provide that 
leadership every day. 363 days a 
year." 

On Wednesday. Trent Lott, the 


Senate Majority Leader, said be 
could not support the attacks 
because of suspicions about tbe 
timing - so close to the sched- 
uled impeachment vote. 

Mr Clinton yesterday rejected 
any suggestion that domestic 
political factors bad played any 
role in his decision. "1 don't 
believe any serious person would 
believe any president would do 
such a thing." 

The steady drumbeat of Repub- 
licans announcing they would 
vote to impeach Mr Clinton grew 
louder yesterday. Heather Wil- 
son, another moderate from New 
Mexico, joined those saying they 
would vote for impeachment 


PENTAGON SAYS MILITARY INTELLIGENCE HEADQUARTERS AMONG MORE THAN 50 SITES HIT IN INITIAL STRIKE 


US and UK 
launch new 
air attack 
against Iraq 


By Stephen Btier In Wasitkigton, 
Alexander Hlcofl in London 
aid Mark Huband in Cairo 


US and British forces last night 
Launched a .second wave of 
attacks against Iraq, striking 
with Tomahawk, cruise missiles 
and laser-guided bombs in their 
attempt to devastate Saddam 
Hussein’s military Infrastructure. 

. As the bombardment was 
under way, US defence chiefs 
said the initial strikes os 
Wednesday night, when over 200 
crui&q : piiasiLes .wGet*L launched 
from ships and B-52 bombers, bad 
inflicted severe damage on sites 
that Included military intelli- 
gence headquarters and a bar- 
racks complex housing the elite 
Special Republican Guard. 

US and British officials said the 
aim was to hit sites that could be 
used to store and produce weap- 
ons of mass destruction; to dam- 
age Iraq's military infrastructure 
so that it could not threaten its 
neighbours; and to destroy air 
defence systems, communica- 
tions and command posts. 

The purpose of the attacks, 
which followed Iraq’s failure to 
co-operate with UN weapons 
inspectors, was not, they said, to 
topple Mr Saddam, the Iraqi pres- 
ident 

- “Anything that would weaken 
his regime would bo valued- 
added," said Gen Henry Shelton, 


chairman of the US joint chiefs of 
staff. But he added: "Saddam 
Hussein was not the end-objec- 
tive of the operation." 

Mohammed Said al-Sahaf. 
Iraq’s foreign minister, said the 
headquarters of the Iraqi Secu- 
rity Police and the National Intel- 
ligence Service bad been hit. The 
home of a daughter of Mr Sad- 
dam was hit. though she was not 
there, he said. 

Among 11 buildings he listed as 
being damaged were five facto- 
ries producing goods ranging 
-Cram * pesticides to industrial 
goods, including the factory of 
the Al-Karamat Corporation, 
which he said was under observa- 
tion from 18 monitoring cameras 
installed by United Nations 
inspectors. 

Royal Air Force Tornado air- 
craft were involved for the first 
time yesterday, launching raids 
from Kuwait with 1,0001b and 
2,0001b laser-guided bombs as 
part of air “packages" co-ordi- 
nated by the American coalition 
commander. 

Gen Shelton said that, on the 
first night, 70 US navy and 
marine strike aircraft had flown, 
in addition to the cruise missiles, 
and more than 50 sites had been 
targeted. 

At a briefing at the Pentagon, 
he showed before-and-after photo- 
graphs of the military intelli- 
gence headquarters in Baghdad, 


Russia and China 
bead global critics 


By David Buchan si London 


The US and Britain yesterday 
faced a volley of criticism from 
Russia, China and Arab states 
over tbe bombing of Iraq, which 
won only ritual backing from 
many western aides: 

As Washington and London 
took their milttaiy campaign into 
a second night, some of their 
allies began diplomatic moves to 
try .to halt the bombing. 

' President Jacques Chirac of 
France' said he: was discussing 
“tbe means to come out of this 
crisis” with Kofi, Annan, the 
United Nations secretary general, 
and other Leaders. But' the US 
and Britain seemed .unlikely to 
heed talk of diplomatic solutions 
until they had -destroyed more of 
Iraq's military infrastructure. 

Tony Blair, UK prime minister,' 
brushed aside appeals from Italy 
arid other states for a ceasefire, 
teO&Dg British. MPa that British 
Tornado jets were going into 
action for the first time in the 
ran flirt . 

Russia led the criticism qf the . 
bombing. President Boris Yeltsin 
said the US ..and Britain - had 
'crudely violated" Jhe UN char- 
ter with their, “unprovoked" 
attack im Iraq. ' . . 

The Russian president ordered 


his defence mincer to cancel a 
meeting with Nato in Brussels. A 
Yeltsin aide said the US “could 
now forget" ratification by the 
Russian parliament of the 1993 
Start-2 nuclear arms treaty, 
which Washington has long been 


China said it was “shocked'* at 
the action of two follow perma- 
nent members of the UN Security 
Council, and called for a halt to 
the bombing. 

In Baghdad, Mohammed Said 
al-Sahaf, Iraq’s foreign minister, 
charged that "the justification of 
the bombings were lies". 

In the Arab world, anti- 
American demonstrations broke 
out in Egypt, Jordan and in the 
Palestinian territories where 
protestors burnt the same US 
flags they had been waving 
earlier this week when President 
Clinton visited* the Gaza 
strip. 

Gulf state governments largely 
stayed silent/ although Oman 
expressed concern and called for 
a peaceful settlement. . 

The most forthright support for 
the US and Britain came from 
Chancellor Gerhard Schrbder of 
Germany, who said there was 
“no question about our solidarity 
with our alliance partners" in 
Washington ami London. 
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It Carol Watts of US fighter squadron the ‘Ragin' Butts' discusses her mission against Iraq with LL Lyndsi Bates after 
returning to the OS carrier Enterprise. Bdow, the damage after a mtssfte attack on southern Baghdad Reuters and AP 


where - he said - nothing was 
left but rubble, and of a Repuhli- ' 
can Guard site where four out of 
five barracks had been destroyed. 

William Cohen. US defence sec- 
retary, said US forces were “per- 
forming well". There bad been 
good coverage of targets and Mr 
Saddam would be left with a 
diminished ability to attack his 
neighbours, he said. 
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- — THE IRAQ CRISIS 

IRAQI REGIME PRESIDENT IS GAMBLING THAT WASHINGTON AND LONDON WILL FIND THEMSELVES INCREASINGLY ISOLATED 


Wily Saddam mixes goodwill with defiance 


By Route Khalaf, 

MMtfle East Correspondent 


A few days after Iraq 
rescinded last month its 
decision to ban all United 
Nations weapons inspectors, 
a newspaper owned by Iraqi 
president Saddam Hussein’s 
son LTday ran a long editorial 
entitled “What happens 
nest?" 

Noting that US President 
Bin Clinton bad for the first 
time publicly stated that he 
was seeking a change of gov- 
ernment in Iraq, it predicted 
that Baghdad's level of 
co-operation would be irrele- 
vant as the US bad drawn up 
detailed military plans and 
would soon attack Iraq with 
the aim of toppling Mr Sad- 
dam. 

With this in mind, Mr Sad- 
dam set out on a strategy 
that combined a show of 
some goodwill with a good 
dose of defiance. 

The relationship with the 


UN special commission on 
disarmament (Unscom) bad 
already been shattered sev- 
eral times, so the question 
was no longer whether a 
new crisis would occur. It 
wns whether Baghdad could 
play its cards right and 
break up the support the US 
received for military action 
during the last showdown in 
November. 

Key to this strategy was to 
ensure that the blame for 
the breakdown would be put 
on Richard Butler, the chief 
UN weapons inspector, as 
much as on Baghdad. 
Accordingly, in the past 
month Iraqi officials have 
insisted they were co-operat- 
ing but did not conceal all 
incidents of obstruction. 
Instead, they tried to argue 
their case publicly, giving 
detailed justifications for 
their actions and question- 
ing Mr Butler's credibility. 

In contrast to Iraq's behav- 
iour in the crisis which 


erupted on October 31, when 
Baghdad banned all inspec- 
tions without sufficient 
explanation or any consulta- 
tion with its friends on the 
UN Security Council, Bagh- 
dad stepped up its diplomacy 
this time and made sure that 
at least Russia would end up 


mined to hold on to the line 
that it bad complied with 
disarmament requirements, 
allowing inspectors to 
uncover new information 
was considered too risky, it 
would confirm some of Mr 
Butler's most serious accusa- 
tions and generate mare sus- 


pnesidfiflt was busy figfr tf ng 
off possible impeachment 
Mr Saddam may have also' 
calculated that, with clear 
Russian support, he might 
even manage to have the 
Security Council hold a com- 
prehensive review of UN 
sanctions imposed eight 


troubles- and could end 
before tiie start of Ramadan. 
Mr Saddam could emerge 
tram them with the military 
machine be has' tried to 
restore. since the 1391 Gulf 


For a regime that never stops gambling with its people’s 

lives, civilian casualties can be a valuable weapon 


on its side. 

Iraq has long believed that 
assessing accurately the 
level of its cooperation is 
difficult. Many diplomats in 
Baghdad, for example, agree 
with Iraqi assertions that 
full co-operation may not 
have been achievable, even 
if Iraq wanted it. Some docu- 
ments requested by Mr But- 
ler may Indeed have been 
destroyed 

But with Baghdad deter- 


picion - ensuring the Inspec- 
tors' hunt became a never- 
ending process. 

As Iraqi co-operation was 
put to the test, Mr Saddam's 
reading of the world and 
especially of the US political 
scene suggested to him that 
he might get away with 
delaying US military action 
and nTwtonTrining the credi- 
bility of Mr Butler. The holy 
month of Ramadan was 
drawing near, and the US 


years ago after Iraq's inva- 
sion of Kuwait 

In this. Iraq would be 
allowed to present its case 
for a lifting of the oil 
embargo, and sympathetic 
members of the Security 
Council could give their 
■ backing. Washington's case 
for military action would 
then be severely weakened. 

Wednesday’s attacks, how- 
ever, were launched in spite 
of Mr Clinton's domestic 


war destroyed. 

He also faces the more 

dangerous prospect of inter- , 
nal unrest and destabilisa- 
tion of his regime. 

But even if military action 
came earlier than he had 
predicted, Mr Saddam must 
calculate he has survived 
several US attacks since the 
Gulf war and has always 
mana ged to reap political 
benefits in their aftermath. 

He 'probably believes that 
military strikes spell the 
death of Unscom, an objec- 
tive sought by Iraq. And. 
having provided some 
co-operation to inspectors, 
Mr Saddam rightly believes 
that he has managed to 
bring back to the surface the 
rifts in the Security Council 
- divisions which the . US 


‘NOT A MILITARY OBJECTIVE 1 LEFTWINGERS CHIDE PRIME MINISTER 


Blair policy ‘includes 
Saddam’s removal’ 
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By Andrew Parker, Political 
Correspondent, in London 


Tony Blair, the UK prime 
minister, declared yesterday 
that Britain's foreign policy 
goals included the removal 
of Saddam Hussein, but 
Insisted this could not be an 
objective of the current mili- 
tary campaign. 

Mr Blair told a sombre UK 
parliament that the objec- 
tives of Operation Desert 
Fox were to “degrade 
the ability of Saddam 
Hussein to build and use 
weapons of mass destine* 
tion" and to “diminish the 
threat Saddam Hussein 
poses to his neighbours by 
weakening his military capa- 
bility” 

The opposition Conserva- 
tive party, supporting the 
UK action against Iraq, 
urged the Labour govern- 
ment to go further and seek 
Che removal of Mr Saddam. 
Mr Blair replied: "It's a 
broad objective of our policy 
to remove Saddam Hussein 
and do all we can to achieve 
that." 

But he added to remove 
the "evil dictator” via mili- 
tary action would require 
the deployment of hundreds 
of thousands of ground 
troops. "I cannot make that 
commitment responsibly," 
he added. 

Earlier. Mr Blair told a 
meeting of his cabinet: “It 


would have been a derelic- 
tion of our duty if we had 
not taken the action we 
have." 

In his emergency state- 
ment to the Commons. Mr 
Blair said initial reports 
about Wednesday's cruise 
missile strikes “suggest that 
they were successful and 
inflicted the kind of military 
damage we were seeking". 
His official spokesman added 
that if Mr Saddam used bio- 
logical or chemical weapons 
during the conflict there 
would be a “very proportion- 
ate response". 

Justifying the military 
action, Mr Blair said Mr Sad- 
dam had deliberately 
obstructed UN weapons 
inspectors, and the west had 
exhausted “every possible 
diplomatic avenue". 

“In these circumstances 
there was only one responsi- 
ble choice to make," he 
added. His spokesman said 
“intelligence material" 
showed “beyond any doubt" 
that in the last month 
Iraq had destroyed impor- 
tant documents about its 
weapons of mass destruc- 
tion. 

Mr Blair rejected the 
charge that the timing of the 
military strikes was 
designed to secure a halt to 
the impeachment process 
against Mr Clinton. 

However, the prime minis- 
ter was chided by a small 


number of Labour MPs 
opposed to the military 
action and concerned at the 
impact on world Islamic 
opinion because of the immi- 
nence of the Islamic holy 
month of Ramadan. 

George Galloway, a left- 
wing Labour MP. said the 
UK had been, “diminished 
and degraded by being 
reduced to being a tail on 
this verminous and mangy 
desert fox”. He claimed a 
“crusade” against Iraq had 
been led not by “Richard the 
Lionheart but Clinton the 
Liar". 

Tony Benn, another left- 
wing Labour MP, claimed 
that the military action 
was “deeply immoral" and 
a breach of the United 
Nations charter. 

Mr Blair said there was 
legal authority for the 
action, and added that the 
UK and US were “immensely 
sensitive" to Ramadan and 
“very reluctant" to start a 
military campaign during 
the holy month. 

His official spokesman 
said Mr Blair was speaking 
to EU. Commonwealth and 
Arab leaders in the wake of 
the military strikes to 
ensure “as broad as passible 
international support”. The 
spokesman made clear the 
UK would reject a plea by 
the Italian government for a 
cessation of the military 
action. 
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UNITED NATIONS SECURITY COUNCIL MEMBERS GIVE WARM SUPPORT TO SECRETARY-GENERAL 


UN distress as peace drive comes to nought 


By Mfctiael Littlejohns at the 

United Nations in New York 



Annan: 'not a pwson al thing 1 


Apart from the outrage of 
Russian and Chinese dele- 
gates - unsurprising given 
their governments' official 
statements - reaction at the 
United Nations last night to 
the continuing heavy 
Anglo-American military 
strikes against Iraq was 
expressed more In sorrow 
than in anger. 

Representatives of the US 
and Britain were especially 
gratified by France's new 
posture or qualified support, 
calling this a break from 
what one diplomat described 
as the “troika" of Iraqi sym- 
pathisers among the perma- 


nent members of the Secu- 
rity Council. 

But in statements at a 
hastily called Council ses- 
sion late on Wednesday, only 
Japan declared hill support 
for the military action, 
which was taken without the 
world body’s renewal of any 
formal authority, a fact 
noted by virtually all speak- 
ers. 

Several diplomats 
remarked last night that 
Kofi Annan. UN secretary- 
general, had good reason to 
feel a strong sense of humili- 
ation on seeing his patient 
diplomacy, including last 
February’s trip to Baghdad, 
evaporate because of the 
obduracy of Saddam Hus- 


sein. Iraqi president, and the 
refusal by Washington and 
London to compromise on 
their demands for a 100 per 
cent accounting of Iraqi 
arsenals. 

But a close aide insisted 
that Mr Annan took a differ- 
ent view. “This was never a 
persona] thing for him." tbe 
official said, adding that the 
secretary -genera] was “lying 
very low" as it was a matter 
for the Council and Iraq, 
“not between Baghdad and 
him”. 

However, it was widely 
noted that, in his statement 
after air attacks began, Mr 
Annan had said it was not 
only a sad day for the UN 
and the world hut “also a 


very sad day for me person- 
ally”. Speaking with some 
emotion, he recalled doing 
everything in his power to 
ensure Iraq's peaceful com- 
pliance. 

Still, he retrained from 
mentioning any breach by 
Mr Saddam of the weapons 
inspections agreement be 
and the president concluded 
in Baghdad io months ago. 

Whatever his true per- 
sonal feelings. Mr Annan 
must have drawn enormous 
comfort from the warm sup- 
port accented to his efforts 
in the remarks of several 
Council members during the 
public session. 

Sergey Lavrov, Russian 
delegate, demanded the 


meeting, after day-long pri- 
vate consultations produced 
no agreement on how to deal 
with the crisis. Proceedings 
were even interrupted while 
members watched television 
images of the first bombs 
hitting Iraqi targets. 

. Reflecting Moscow’s con- 
tinuing anger, Mr Lavrov 
yesterday called for further 
consultation; this was sched- 
uled for last night 
. Officially, a key reason is 
to hear a report by Serum 
Sevan, the UN relief coor- 
dinator for Iraq, on the 370 
humanitarian workers of 
several nationalities who 
have been told to stay in 
Baghdad, concentrated at 
one or two places known 


to the attacking forces. 

A UN spokesman said 
their status was under “con- 
stant review" but there were 
no plans for an evacuation. 

Wednesday's Council ses- 
sion was marked by bitter 
attacks on Richard Butler, 
the UN chief weapons 
inspector, by Mr Lavrov and 
Huasun Qin, the Chinese 
delegate. This was highly 
unusual as UN officials have 
uo opportunity to defend 
their actions before the 
Council. 

Mr Butler arrived at the 
UN yesterday with a New 
■YoTk city police escort and 
there was speculation that 
there may have been threats 
to his life. 
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COUNTDOWN TO RAID 'CONSCIOUS DECISION’ MADE NOT TO ASSEMBLE COMPLEX COALITION 


voices 


managed to bury in last 
month's round of US-Iraqi 
tensions. 

He is gambling that the US 
and UK will increasingly 
find themselves isolated, 
. with Mr CSstim looking des- 
perate for a . diversion from 

we impeachment troubles. 

Mr Saddam has his eyes in 
.particular on the Arab 
world. With most Arab popu- 
lations opposed to US mili- 
tary action. and deeply sensi- 
tive to the suffering of Iraqis 
under sanctions, he no doubt 
aign estimates that anti-US 
gantfmAn t and outrage Will 
be easily stirred up during 
the strikes. 

For a regime that never 
ceases to gamble with its 
own people's lives, the pros- 
pect of large civilian casual- 
ties ran also be a valuable 
weapon. Mr Saddam knows 
the death of innocent Iraqis 
wQl only raise sympathy for 
Iraq and exacerbate anti-US 
feelings in the Arab world. 
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By Mark Suzman In Washington 


As expected, the US House 
of Representatives yesterday 
called members back from 
their Christinas holidays to 
open an historic debate in 
Congress. But rather than 
President Bill Clinton's 
impeachment, the surprise 
topic was a resolution on 
whether to support his deci- 
sion to launch air strikes 
against Iraq. 

The debate was expected 
to be contentious: on 1 
Wednesday night, many 
members had expressed out- 
rage at the timing of Mr 
Clinton's decision when sen- 
timent in Congress appeared 
to be moving toward approv- 
ing his impeachment. 

But, having digested more 
of the details, both Demo- 
crats and Republicans yes 7 
terday overwhelmingly 
voiced their support for the 
mission. 

Criticism of Mr Clinton 
was largely confined to mili- 
tary matters, as Republicans 
q uestion ed his decision not 
to launch an attack sooner 
and urged a formal strategy 
and an explicit objective of 
removing Saddam Hussein. . 
from power. 

Newt Gingrich, outgoing 
House speaker, set the tone T 
when he said he felt Con- Jj 
grass had been “legitimately m 
consulted" by Mr Clinton ] 
before the attacks, which ^ 
had been justified by Mf 
Saddam's continued defi- 
ance. He warned that he 
could only offer “qualified 
support” nntefls the mission 
was aimed at a change of 
government In Iraq. | 

Gerald Solomon, an influ- 
ential Republican from New 
York, who bad earlier char- 
acterised the timing of the 
attack as a move by a “des- 
perate president", said he 
supported the strike. “What 
cannot be questioned is the 
fact that the attack should 
come," he said, as the House . 
voted 417-5 to support the 
action. ' * 

In the Senate. Republicans 
distanced themselves from J 
an earlier statement by | 
Trent Lott. Senate majority ] 
leader, who said he could 
not support the attack “at 
this time”. But they main- 
tained a tone strongly criti- 
cal of Mr Clinton's overall 
policy approach to Iraq. 

In a joint letter to the pres- 
ident, Mr Lott Jesse Helms, 
chairman of the Senate for- 
eign relations committee; 
and four other Republican 
senators criticised Mr Clin- 
ton for “foot-dragging” in 
providing US support to 
build up internal opposition 
to Mr Saddam. They also 
urged the president to 
mount a “decisive effort” to 
oust the Iraqi government 

John McCain, a Republi- 
can senator and a potential 
presidential candidate for 
the year 2000. said it was 
“understandable" that Mr 
Lott had initially voiced 
scepticism about the presi- 
dent's motives, but agreed 
the attack was necessary 
and justified. VI 

“Having said that. It’s got . Jfl 
to be part of a long-term ‘M 
plan to overthrow Saddam ' $ 
Hussein," Mr McCain added, jf 
summing up the emerging i 
consensus on -Capitol HilL “I 
think that unless he is over- 
thrown and the administra- ’ 
tion pursues a vigorous 
effort to do so, we win- be 
revisiting this issue [again]." 
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Planning for strike began as earlier mission aborted 


n « 


By Stspben Rdter 
in Washington 
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Planning for Wednesday's 
military strikes against Iraq 
began on the day after Presi- 
dent Bill Clinton aborted a 
bombing mission to Raghflad 
last month, US officials said. 

Mr Clinton called off the 
mission with aircraft already 
heading towards their tar- 
gets on November u, and 
withdrew the threat of immi- 
nent force on the following 
day. He claimed Saddam 
Hussein, the Iraqi leader, 
had backed down over allow- 
ing UN weapons inspectors 
unfettered access to sites 
and documents in pursuit of 
Iraq's weapons of mass 
destruction. 

But on November 15, offi- 
cials said on Wednesday, it 


was also dear there would 
be a potential for military 
action if tbe Iraqi leader did 
not fulfil his promises. “And 
so we started planning, as 
we do in our business, for 
the worst case,” said William 
Cohen. US defence secretary 
and the only Republican in 
the Clinton cabinet. - 

Officials said the timing of 
Wednesday's strike was 
driven largely by the report 
issued by Richard Butler, 
chairman of the UN weapons 
inspections teams in Iraq. 
When that emerged this 
week it presented a picture 
which suggested the inspec- 
tors could not effectively do 
their job; a view even more 
negative than expected, offi- 
cials said. 

Mr Cohen said the timing 
decision “boiled down to 


that, if [Mr Butler] bad 
released the report by the 
15th, then the lGth was the 
day that we should do it in 
order to achieve tactical sur- 


prise . 

- He said other things were 
considered, such as the 
arrival of a second carrier- 
led battle group in the 
Gulf and the turnover of 
B-52 bombers, which would 
be rotating for Christ- 
mas . 

On tbe other side, he said, 
the start of the Moslem holy 
month of Ramadan, expected 
over the weekend, meant 
there was a "window" for 
action to be taken. 

Sandy Berger, national 
security adviser: said mili- 
tary advisers had. recom- 
mended swift action with the 
least possible warning to 


achieve the greatest degree 
of surprise. 

“We have learned from 
previous episodes that the 
longer the time between 
CNN reporting that we are 
thinking about acting and 
actually acting, the more 
time Saddam Hussein has to 
disperse his forces, the. more 
time he has to move things 
that we would like not to be 
moved." 

He said the decision to act 
in principle was taken by tile 
president on Tuesday night, 
as he returned on AirTorce 
One from the Middle East. 
He said a secure conference, 
call wasmadewiththe presi- 
dent. himself and Madeleine 
Albright, secretary of state, 
on the aircraft and with oth- 
ers in Washington. Those 
participating in Washington 


included A] Gore, vice-presi- 
dent, Mr Cohen, Henry Shel- 
ton, chairman of the joint 
chiefs of staff and George 
Tenet, head of the CIA. 

. . Mr Berger said a - "con- 
scions decision" had been 
made Mint to assemble the 
complex coalition that had 
been ranged against Iraq in 
February. “That is a 
time-consuming process. 
You have to fit to tbe extra 
plane so that it interfaces 
with the test. -of the opera- 
tion. It takes weeks to do 
that,” he said. 

. “We decided that we 
would act with the British, 
ourselves, with the support 
of many other countries, but 
n<tt= necessarily with their 
participation, because the 
process of securing that par- 
ticipation, in and of itself. 


would have -taken us days, if 
not weeks.” 

He said a meeting of the 
foain advisers followed early 
on Wednesday morning in 
the White House situation 
room, about six hours aftoy 
the president's arrival In 
Washington. A final decision 
to go ahead was made. 

He said there had been 
extensive consultation with 

length to Newt Gingrich 
House Speaker, Robert Liv- 
ingston, Speaker-designate 
and Trent Lott, Senate 
sonority leader. Mr Clinton 
also ^>oke to the Democratic 
leaders of the House and 
anwed from 

Sf!** 0 ? 1 ® East e«ly on 

Wednesday, and there were 
consultations with all lead- 
ers later in the day. 


Mrs Albright also spoke to. 
about a dozen foreign minis- 
ters from around the world, 
mostly from the UN Security - 
Council 

However, it quickly 
became clear that the US- . 
British action was not uni- 
versally supported. French 
officials issued a statement * 
deploring “the escalation 
which led to the American - 
military strikes against frajjf; 
and the grave huyiag . cansesat 
quences which they could^ 
have for- the Iraqi peop?jf | \ 
while China said there was i 
“no excuse or pretestf to use 
force against fraq"^ ; - 

But Mrs Albright said: 
“The bottom line is that it , 
would be ‘very nice if thos^ - 
who do not support our. 
approach bad an approach 
that worked." 
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_ ; . _ THE IRAQ CRISIS 

MISS ION OBJECTIVES A NALYSTS DUBIOUS ABOUT BROADER HOPES OPTOPPUNG PRESIDENT SADDAM 


OIL MARKET 


Military machine to take brunt of attack Doubt cast on 

oil-for-food 


By Ataxander NfcoR in London 

and Stephen Rega- 
in 


With more than 200 US 
cruise missiles launched on 
the Erst night, the attack on 
Iraq packed a considerable 
punch. 

Military analysts yester- 
day said the campaign of air 
strikes, including missiles 
and bombing sorties by 
manned aircraft, was likely 
to succeed in its aim of caus- 
ing considerable damage to 
the military infrastructure or 
Saddam Hussein. Iraqi presi- 
dent. 

' Tomahawk cruise missiles 
may go astray - Iran pro- 
tested that One had hit Kbor- 
ramshahr, 40km east of tile 
Iraqi port of Basra - hut are 


believed: to be more than 90 
per cent accurate. , 

Philip Ddeen. who headed 
the US National Defence 
Panel, said: “The systems 
are very accurate even com- 
pared with Desert Storm. 
They can do a lot of dam- 
age " . 

General Sir Charles Guth- 
rie. UK chief of defence staff 
said Paveway 2 bombs car- 
lied by Royal Air Force Tor- 
nado aircraft were accurate 
to within 10 .metres and 
Paveway a bombs within 8 
metres. 

Analysts expect US and 
UK commanders to run 
through their target list in -a 
few days. In previous build- 
ups the talk had been of a 
four-day campaign, and 
there is' sensitivity to the 


Moslem holy month of Ram- 
adan. which, begins .this 
weekend. ~ 

However, strikes could last 
longer given that Washing- 
ton and London may assume 
UN weapons' inspectors 
would not be able fo return 
for a considerable time. They 
would therefore want to 
deliver a lasting blow from 
which Mr Saddam could not 
quickly recover. 

A senior Pentagon official, 
quoted by Associated Tress, 
yesterday said there were 
“plans for 300-plus mors 
Tomahawk cruise missiles to 
go today”. 

John Chapman, director' of 
the London-based Interna- 
tional Institute for Strategic 
Studies, said the strikes 
would probably retard signif- 


icantly Iraq's ability to 
rebuild its military machine. 

Jonathan Eyal, of the 
Roya] United Services - Insti- 
tuted said it was wise to set a 
broad aim of damaging mili- 
tary infrastructure rather 
than the mare specific - .and 
-unrealistic - goal of destroy- 
ing Iraq's chemical and bio- 
logical weapons facilities. 

Analysts were .dubious, 
however, about broader 
hopes of toppling Mr Sad- 
dam. “What is not feasible." . 
Mr EyaJ said, “is to find' the 
beautiful formula of calibra- 
ting the use of force so as to 
foment a revolution' by the 
military against Saddam.” 
This, he said, was simply a 
“dream agenda”. 

Gen Guthrie said the 
strikes were not intended to 


kill, capture or remove the 
Iraqi president 
haq aid police and intelli- 
’ gence headquarters had been 
hit as well as industrial 
sites which had been subject 
to UN monitoring as possible 
chemical or biological sites. 

Other likely targets were 
air defence systems, military 
communications and com- 
mand facilities and the fiite 
Republican Guard. 

US officials said it was too 
early to make a formal 
assessment of damage. Wi- 
liam .Cohen, defence secre- 
tary, said he. had seen pre- 
liminary photos “that would 
indicate there has been some 
measure of success”. 

There had been no early 
casualties on the US side 
btit, because the US had tar- 


geted military facilities, 
some Iraqi casualties were to 
be expected. 

“We've laid out very care- 
hilly the targets that we 
have selected. We've looked 
at the so-called integrated 
air defences. We’ve looked at 
his surface-to-air missile 
sites. We have looked at his 
military intelligence head- 
quarters and . other types of 
facilities, and those will be 
on the target list," Mr Cohen 
said. 

He would not say bow 
long the operation would 
last. However, there were 
some fears in Washington 
that, in the words of a for- 
mer military intelligence 
official, the strikes would 
amount to no more than a 
“strategic tantrum”. 
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MIDEAST REACTION NO SUPPORT FOR SADDAM OR BOMBING 

Arab world detects 
US double standard 


By Mark Huband fan Cairo 


Palestinians yesterday 
burned the American Hags 
that just a day earlier deco- 
fated their streets to mark 
the visit of Bill Clinton to 
their homeland, the first 
ever by an American presi- 
dent. 

While Palestinian Author- 
ity leaders did not say they 
supported the Iraqi regime 
piey, like other Arabs, high- 
lighted the impact of the 
bombing on Iraqi civilians. 
But for them, as for states 
directly involved in the Mid- 
dle East peace process, the 
strikes that the US says 
were intended to destroy 
Iraqi weapons of mass 
destruction sent a different 
message. 

At the very least they 
rekindled suspicion that the 
US strategy for the region 
ignores the fact that Wash- 
ington's ally in the region, 
Israel, possesses its own 
weapons of mass destruc- 
tion. 

The response of most Arab 
states revealed that few 


accepted the . US and UK 
view that forcibly disarming 
Iraqi president Saddam Hus- - 
sein's regime was the only- 
way to guarantee regional 
security. 

President Hosni Mubarak 
of Egypt Issued a statement 
yesterday ' which blamed 
Richard Butler, the UN chief 
weapons Inspector, for hav- 
ing “pushed the situation to 
the current crisis”. 

Arab, states,- including 
Syria, have nevertheless 
stuck with the position they 
expressed at a meeting, of 
regional Gulf war allies, 
which coincided with the US 
and UK military build-up fol- 
lowing Iraq’s refusal to com- 
ply with UN weapons inspec- 
tors in early. November. 
They said then that, as long 
as Iraq refused to comply 
with UN resolutions, it 
would have only Itself to 
blame for military strikes. 

But Syrian parliamentar- 
ians and official newspapers . 
yesterday condemned the 
military strikes, which were ' 
denounced by Abdulqsder. 
Qaddoura, the parliamentary 


speaker, as “unjustified and 
committed outside UN reso- 
lutions”. 

- Hie legality of the strikes, 
for which the US govern- 
ment h«rt not. sought fresh 
US congressional, nor UN 
Security Council assent, was 
raised in a statement Issued 
yesterday by the Organisa- 
tion of the Islamic Confer- 
ence (OIC), the Moslem 
world's main global forum. 

“Iraq is target again to 
military strikes, carried out 
in vague circumstances and 
with unknown intentions,” 
the OIC said. 

Mr Clinton's attempt to 
portray the timing of the 
bombing as having been 
planned to avoid offending 
Moslems during the holy 
month of Vamfldun , due to 
begin tomorrow, did not 
exact a response from the 
OIC. 

Instead, Arab leaders have 
emphasised the widely held 
view that only endless 
patience with haq can avoid 
regional instability. " 

'* “This strike is considered 
to be an act of aggression 



Jordanians outside the UN office in Amman protest against US strikes on Iraq 


Fteutas 


against an Arab country that 
was trying to implement- and 
comply with UN Security 
Council resolutions.” said 
fesmat Abdel Meguid, sec- 
retary-general of the Arab 
League, who condemned the 


military action which “win 
not solve the problems 
between Iraq and the UN but 
will further complicate 
them”. 

The Palestinian Authority 


called for an emergency states. 


Arab summit to discuss the 
crisis. However, there were 
few expectations that this 
would happen, because of 
the poor relations between 
Iraq and most regional 


By Robert Corzine h Dubai 
and Paul Soknan In London 

US air attacks have called 
into question Iraq's contin- 
ued export of petroleum 
under the United Nations 
oil-for-food programme. 

The country's growing 
export volume has been one 
of the main reasons behind 
this year's collapse in crude 
oil prices, which last week 
touched 12-year lows of 88.64 
a barrel in London. 

Prices rose in London and 
New York in anticipation or 
Wednesday's air strikes, but 
benchmark Brent crude fell 
back to $11.01 in late London 
trading yesterday. 

Any long suspension of 
Iraqi crude could alter gener- 
ally negative market senti- 
ment and underpin a price 
rally. 

Wednesday's lump in 
crude prices shows how vol- 
atile a factor Iraq Is in world 
oil markets. At this time last 
year Iraq was producing 
only about i.4m barrels a 
day, with exports running at 
less than lm b/d. Estimates 
place current Iraqi output at 
about 2.4m b/d, with exports 
at 12m b/d- 1 2m b/d. though 
some western oilmen believe 
production could be as high 
as 2.8m b/d. 

Even with tbe steep rise in 
output, Iraq has been unable 
to hit the six-monthly value 
targets set by the United 
Nations, as low prices have 
more than offset volume 
increases. 

Saddam Hussein. Iraqi 
president, has so far 
appeared content to keep the 
oil-for-food programme sepa- 
rate from tbe UN arms 
inspection dispute. But 
Julian Lee. an analyst at the 
Centre for Global Energy 
Studies in London, said that 
there was a danger be might 
use the programme to 
put pressure on tbe US 
and the UK to halt the air 
strikes. 

“He could argue that the 
strikes make it impossible to 
carry out the humanitarian 


Oil price 
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programme." said Mr Lee. In 
that way be could blame 
Washington and London for 
further impoverishing the 
Iraqi people. 

But (he limited rise in oil 
prices so far suggests the 
markets believe disruption 
will be temporary- Some of 
the main beneficiaries of any 
price increase would be 
neighbouring countries such 
as Saudi Arabia, Kuwait and 
Iran, all of which are seen as 
Iraq's enemies. 

In the years since the end 
of the Gulf war there has 
been constant speculation 
about Mr Saddam’s possible 
manipulation of world oil 
markets. Some industry 
experts believe the Iraqi 
president's agents have used 
inside information about 
forthcoming diplomatic 
moves by Baghdad to buy 
and sell ail futures on world 
markets. 

Mr Saddam and his close 
associates are also said to be 
closely linked to the large- 
scale smuggling of refined 
products, such as diesel, 
from Iraq across the Turkish 
and Iranian borders. 

There have also been 
repons in the oil trade press 
alleging that authorities in 
Baghdad may be offering 
bigger than usual discounts 
to some Russian and Chi- 
nese oil buyers as part of a 
kickback scheme. 
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Many said it couldn't be done. Exploring 
space. Walking on the moon. Fitting a feature 
length movie onto a CD-sized disc. That's 
why Panasonic proudly announces the dawn 
of DVD. Digital technology's answer to the 
space age. With stunning picture resolution 
and great sound. And you can take It with you 
anywhere you go. with the world's first and 
smallest (only 9!Og)“ portable DVD player with a 
built-in 5.8" widescreen LCD monitor. Panasonic 
digital technology. The future is in your hand. 
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EUROPE 

EUROPEAN PARLIAMENT STANDOFF OVER 1996 SPENDING THREATENS UNION REFORMS 
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M E Ps refuse to sign off EU budget 


The European Parliament 
yesterday declared war on 
the European Commission, 
in a move that not only 
threatens reforms needed to 
prepare the EU for eastward, 
enlargement, but points to a 
shifting balance of power 
between the two institu- 
tions. 

The vote against granting 
discharge to - or signing off 
- the ElTs 1996 budget, came 
after months of deteriorating 
relations between MEPs and 
commissioners. 

In the past year, a series of 
allegations have emerged 


about mismanagement or 
shortcomings in important 
European Union pro- 
grammes including Echo, 
the humanitarian, aid office, 
Med, an assistance pro- 
gramme to Mediterranean 
countries, and nuclear safety 
in eastern Europe. 

The Union's spending 
watchdog also estimated last 
mouth that 5 per cent of EU 
spending continued to be 
affected by errors. 

Parliament had already 
deferred discharge of the 
budget last March, citing an 
“unacceptably high number 
of cases where execution of 
the budget has been inappro- 


priate". Foreign policy pro- 
grammes were poorly Imple- 
mented. it said, efforts to 
tackle fraud lacked "tfano 
era tic accountability" and 
Commission staffing policy - 
particularly the tendency to 
contract out important pro- 
jects to third parties - 
needed an overhaul. 

Parliament gave Brussels 
until this month to set 
reforms in train. ErkfcL LU- 
Van»n , EU budget commis- 
sioner, Insisted this week it 
had done so. 

But parliament remained 

unhap py that Brussels was 
withholding information on 
fraud investigations, that 


proposals fat a new indepen- 
dent anti-fraud unit were 
half-baked, and controls and 
staffing policy bad not been 
sufficiently revamped. 

The result was a growing 
momentum in recent weeks 
to refuse discharge - exacer- 
bated by what MEPs saw as 
a clumsy attempt to put 
pressure on them this week. 

The Commission on 
Wednesday challenged them 
either to grant discharge, or, 
if they did not. to take the 
logical next step: a censure 
motion to sack the 20 Com- 
missioners who head the 
bureaucracy. Now Brussels 
fhces exactly that 


This is not the first time 
parliament has challenged 
the Commission with a 
motion of censure. Next 
month’s will be . the fourth 
such vote since direct elec- 
tions to the parliament 
began in 1979. though none 
has succeeded. A motion in 
February 1997 over Brussels' 
handling of the "mad cow" 
crisis, garnered 118 of 62$ 
votes. Parliament has also 
refused discharge once 
before, in November 1984. 
But MEPs are not just flex- 
ing their muscles as they 
prepare for Europe- wide 
elections next June. They 
are also rehearsing for final 


ratification -of the Amster- 
dam Treaty next year, which 
extends their powers of “co- 
decision" with EU ministers 
in policy-making from single 
market legislation into, a 
r ang e of new areas including 
social and transport policy 
combatting fraud, and public 
health. 

Parliament’s growing 
power and .self-confidence 
coincides with the current 
Commissioners entering 

their final year of office. 

“Final years are always 
difficult because the transi 
tioa period starts, and you 
normally become weaker, 
said Mr Liikanen. 


Pig price 
fall hits 


f 
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By Peter Norman in Brussels 

By 1 

Eurostat, the European 

and 

Union’s statistical office in 


Luxembourg, yesterday 

Tht 

confirmed what many 

the; 

formers have been saying for 

intc 

months: that 1998 has been a 

the 

rotten year. 

the 

“Rock bottom” pig prices 

“to 

were a main cause of real 

mg 

form income foiling by an 

mit 

average 3 3 per cent in tbe 

pro 

EU this year. 

QKK 

The foil followed a 2.7 per 

eng 

cent decline in 1997 and four 

the 

prosperous years that had 

coir 

lifted real form income to a 

effe* 

20-year high in 1996. 

peti 

Pig prices tumbled by a 

choi 

real 26 per cent this year. 

“I 

reflecting the coincidence of 

tron 

sharply higher output 

in t 

following a 1997 swine fever 

laws 

outbreak in the Netherlands 

and 

and the collapse of export 

elec 

markets in Russia and Asia. 

Man 

But Eurostat's first 

indi 

estimates showed that 

the 

• * conditions varied widely 

terd 

across tbe 15-nation union. 

e-En 

Real form income jumped an 

UK 

average 9 per cent in Sweden 

sion 

where subsidies rose against 

men 

the trend of a sharp 62! per 

A 

cent foil in the EU average. 

issut 

In Germany, real income 

□ess 

rose 4 per cent, largely 

that 

reflecting a 4.1 per cent foil 

and 

in use of labour in farming. 

com 

The pig price collapse caused 

gies. 

real agricultural income in 

with 

- Denmark to fall 22.3 per 

busi 

cent, the sharpest foil In the 

son* 

EU. 

modi 

Lower prices of sheep and 

try ' 

cattle were additional factors 

use • 

behind a 16.4 per cent 

appli 

income drop in Britain, the 

emn 

second hardest-hit country. 

that 

The Eurostat report said 

behii 

the average price of final 

the i 

agricultural output fell in 

mati< 

real terms by 4.7 per cent 

tech! 

this year. 

up. 

Confusingly, Eurostat 

inter 

issued a separate report 


yesterday, based on 
somewhat different 
statistics, which predicted a 
3-i per cent fall in real 
agricultural producer prices 
this year. 

According to this last 
report, real prices for 
animals and anim al products 
declined by S per cent this 
year. But it contrasted the 
falls in prices for pigs, sheep 
and poultry with rising 
prices for calves. It said the 
price for eggs dropped 
markedly this year, while 
milk experienced a more 
moderate fall. 


SPECIAL EFFECTS DIGITAL DOMAIN OF THE US JOINS CONSORTIUM TO ACQUIRE FACILITY IN DUSSELDORF 



By ASce Rawsfhom 


Digital Domain,- the US 
visual effects company 
founded by James Cameron, 
director of Titanic, Is joining 
forces with a consortium of 
European investors to 
acquire a state-of-the-art 
effects facility near Dttssel- 
dorf. 

The acquisition provides a 
sorely needed fillip for 
Europe’s film industry at a 
time when its recent revival 
is threatened by the prospect 
of PolyGram Filmed Enter- 
tainment, the most active 
European film Investor of 
the 1990s, being folded into 
Universal Pictures, the Hol- 
lywood studio. 

Digital effects, whereby 
images of dramatic disaster 
scenes, action sequences or 
historic spectacles are cre- 
ated on computers, is one of 
the fastest growing and 
potentially most profitable 
areas of the film production 
process. 

A typical effects budget 
now represents between 10 
per cent and 15 per cent of a 
film’s production costs, 
against 5 per cent three 
years ago. 

Digital Domain, based in 
Venice, California, has been 
one of the chief beneficiaries 
of the effects market's 
expansion by working on 
lucrative blockbusters such 
as The Fifth Element, as well 
as Titanic. Its arch rival is 
Industrial Light & Magic, the 
pioneering facility in north- 


Digptal Domain worked an the state-of-the-art effects for the futuristic blockbuster, The Fifth Element 


era California run by George 
Lucas, the Star Wars direc- 
tor. 

Europe has a fast-growing 
and highly fragmented cot- 
tage industry of effects com- 
panies, mostly small, special- 
ist concerns. PolyGram was 
planning to set up a large 
effects facility in London, as 
a European competitor to 
ILM and Digital Domain, but 


that plan has been put on ice 
following its tllhn takeover 
by Seagram. Universal’s par- 
ent company. 

Digital Domain now plans 
to fill the gap in the Euro- 
pean market by buying High 
Definition Oberhausen 
(HDO), which was built last 
year on a 100.000 sq ft site at 
Oberhausen, near Dfissel- 
dort HDO creates effects for 


commercials, television pro- 
grammes. video games and 
feature films. 

The deal follows months of 
negotiations with the Ger- 
man authorities, which have 
agreed to provide local gov- 
ernment subsidies to develop 
the HDO complex. 

As well as Digital Domain, 
the investment consortium 
includes; Capitol Films, the 


Kobal Ctatecfori/CokflTTb^ 

London-based film distribu- 
tor, DLIN, the Israeli film 
financiers: Gravity, an 
Israeli effects company, and 
Kushner-Locke. the US pro- 
duction group. 

Scott Ross'. Digital 
Domain’s chief executive, 
said he envisaged HDO 
becoming “a centre of visual 
prqdapgon fortal£af 
Europe”'. 


Serb media crackdown grows 


By Guy Dlmnoie tai Belgrade 


Serbia's crackdown on the 
independent media has 
taken a further disturbing 
twist after the government 
told Ekonomska Politika, a 
highly respected and for- 
merly privately-run weekly, 
it was imposing a new editor 
in chief. 

Milos Markovic, current 
editor and a shareholder In 
the magazine, which was 
forcibly nationalised last 
month, was outraged. He 
said he expected most or his 
staff to reject the new own- 
ers and editors and predicted 
the weekly, founded 46 years 
ago. would close. 

Ekonomska Politika had 
long enjoyed a reputation as 
a liberal journal and a 
strong proponent of market 
reforms. It had been a thorn 
in the side of the communist 


regime under the late Mar- 
shal Tito and repeatedly 
exposed the weaknesses of 
his Serbian socialist heirs 
under President Slobodan 
Milosevic. 

Takeover of the weekly, 
denounced by its private 
shareholders as illegal, fol- 
lows passing of a draconian 
media law that has effec- 
tively forced two indepen- 
dent dailies out of business 
and led to rigorous self-cen- 
sorship among surviving 
newspapers and broadcast 
media. Independent local 
radio stations have also been 
denied licences. 

Ekonomska Politika first 
learnt of its nationalisation 
in a government decree pub- 
lished on November 14 
which ordered Its ownership 
transferred to the state-run 
Barba publishing house. 

“We were nationalised. It 


is a unique example,” Mr 
Markovic said. “Serbia has 
two categories - papers that 
lie and those that don’t We 
are in the second category.” 
commented Milica Kostic, a 
deputy editor. 

This week the European 
Union declared it would 
deny visas to 19 politicians 
and establishment figures in 
Serbia responsible for the 
media law. They included 
Zivorad Djordjevic, editor-in- 
chief of the pro-regime Borba 
daily that now runs Ekon- 
omska Politika. 

Analysts say the campaign 
against the Independent 
media and a purge of free- 
thinking academics at Bel- 
grade University was Mr Mil- 
osevic's response to per- 
ceived weaknesses in the 
regime following his capitu- 
lation to Nato demands over 
Kosovo in mid-October. 


Zadornov is 
calm before 
budget battle 
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By John Thomhfll and 
Andrew Jackin Moscow 

Mikhail Zadornov, Russia's 
mild-mannered. mous- 
tachioed finance minister, 
stands at the very centre of 
the country’s financial crisis 
but remains the epitome of 
calm. The economy, be says, 
can still be saved. 

Next week, Mr Zadornov 
will battle to persuade par- 
liament to adopt a tough 
budget for 1999 enabling 
Russia to keep its budget 
deficit under control without 
igniting hyper-inflation or 
forcing it to default on its 
post-Soviet external debts. 

“If you sit on your hands 
and think that a catastrophe 
has already occurred and 
that everything is hopeless 
then even worse things will 
happen," he said in an inter- 
view in the finance minis- 
try's tatty headquarters. 

Many liberal economists 
feared Russia would revert 
to Soviet-style methods for 
tac k l in g its problems after 
Yevgeny Primakov, the then 
66- year-old foreign minister, 
was approved a$ prime min. 
ister in September. 

Yet - with a mixture of 
wonder and glee - the lib- 
eral Russian media has 
charted how the govern- 
ment’s thinking has steadily 
evolved into 'accepting many 
of the harsh market disci- 
plines advocated by the 
young reformers. The. 1999 
draff budget is the toughest, 
submitted to parliament 
since reforms began. Many 
commentators have given 
the credit to Mr Zadornov. 

Mr Zadornov -is far too 
tactful to accept the media's 
depletion of himself as the 
government’s last liberal 
crusader. It is true, he says, 
that the worst tears about 
the present government 
have not been raised. But. 
be ascribes this to the good 
sense of his colleagues. 

Mr Zadornov says the gov- 
ernment - has maintained 
tight budget disciplines 
since the August crash, lim- 
iting the scale of monetary 


emission a nd keeping infla- 
tion within bounds. While 
consumer prices surged 38.4 
per cent in September fol- 
lowing the rouble's devalua- 
tion, they have been 
restrained to more modest 
increases of 4.5 per cent in 
October and 5.7 per cent in 
November. The government 
previously forecast it might 
have to print op to Rbs25bn 
(Jl.lbn) to cover its budget 
needs in the fourth quarter. 
But Mr Zadornov says the 
central bank has only 
printed Rbsl3.5bn in October 
and November to cover the 
budget deficit. It may not 
have to print too much more 
ff the government is success- 
ful in selling in a 2 £ per cent 
stake in Gazprom, the gas 
monopoly, before the year 
end. 

But while the Russian 
economy may have avoided 
the worst, rt is- still prema- 
ture to hope for anything 
approximating the best. Mr 
Zadornov admits the govern- 
ment has not yet thought 
through any longer-term 
strategy to see the Russian 
economy through the next 
few years. The finance min- 
ister accepts Russia may be 
forced into printing more 
money next year if external 
financial assistance from the 
IMF does not ma terial i» 

In the' meantime, other 
pressing problems crowd in. 
The most immediate is how 
to -service the $i7.5bn of 
external debt payments 
which tea due next year -■ 
equivalent to 16 per cent of 
forecast gross domestic prod- 
uct. Mr Zadornov says the 
federal government's budget 
revenues have shrunk to the 
size of a big multi-national 
company’s turnover and are 
not sufficient 1 for Russia to 
honour all its commitments 
next year. But he hopes it 
can be restructured in an 
orderly way. 

“Believe me: the govern- 
ment considers the servicing 
of our debts one of the first 
- if not the first - priorities 
for our economic policy next 
year," he says. 





Banks 
legal action 
against Russia 


By Arkady Ostrovsky 

Foreign banks are 
considering legal action 
against the Russian govern- 
ment unless it improves the 
“confiscatory" terms for 
restructuring the frozen 
domestic debt market. 

In a desperate effort to 
strengthen their bargaining 
position in the negotiations 
over the restructuring of 
$i5hn of domestic short-term 
debt (known as GKOs and 
OFZs), six of the IS foreign 
hanks involved have set up a 
sub-committee to explore 
legal action. 

Daniel Jackson, general 
director for emerging mar- 
kets at Nomura, which leads 
the group, said: “A sub-com- 
mittee of banks led by 
Nomura has explored the 
legal alternative at the 
instruction of the larger 
committee." 

However, a western source 
close to the negotiations said 
the banks had little chance 
o€ suing the Russian govern- 
ment under Russian law. 

“Creditors are very emo- 
tional because they have no 
real leverage. It is unfortu- 
nate that the h anks have left 
the negotiations not to the 
top people who specialise in 
restructuring, but to those 
who were responsible for 
manag in g R ussian portfolios 
and who are obviously very 
upset," he said. 

Mikhail Zadornov, finance 
minister, said on Wednesday 
the basic agreement with 


foreign - banks had been 
readied and only technical 
issues remained to be 
resolved. But western banks 
said the devil was in the 
detail. 

Under the broad terms of 
the deal, foreign creditors 
have been offered 10 per cent 
of the discounted value of 
their holdings in cosh, 20 per 
cent in three-year zenxou- 
■ pon bonds which caii ' bo 
used to pay taxes or 
exchanged for equity in 
near-bankrupt Russian 
banks, 70 per cent in four 
and five-year securities bear- 
ing a 30 per cent coupon 
which would foil to 10 per 
cent in the last year. The 
whole package is worth 
about 4 cents on the dollar. 

The dispute, however, 
focuses on restrictions on 
foreign investors converting 
rouble-denominated securi- 
ties into dollars and invest- 
ing their rouble proceeds 
into meaningful assets. The 
banks agree that while it is 
unlikely Russia would 
increase the S550m fund allo- 
cated for the conversion of 
roubles Into dollars, it could 
allow foreign holders of the 
GKOs to invest their rouble 
proceeds into Russian equi- 
ties. 

“The deal on the table is 
not satisfactory." one banker 
said. 

“The only avenue is to 
bring new equity into the 
transaction and incorporate 
privatisation of state assets 
into the deal" . 
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Schroder discovers . 
nuclear issue still T 
has power to divide 

Commitment to shut down 19 reactors 
has sparked a dispute within cabinet, 

Frederick Studemann reports 


G ermany's nuclear power 
industry has entered its 
end-game. After 
decades of rearguard battles 
with jynviromnentalists-and, 
mounting public scepticism, 
unclear operators now find 
themselves up against a gov- 
ernment clearly committed 
to shutting down the coun- 
try's 19 reactors. 

Yet even in its death- 
throes the industry has dem- 
onstrated its explosive politi- 
cal potential, even to the 
point of provoking a split 
within Gerhard Schroder's 
cabinet of Social Democrats 
and Greens. 

This week the German 
chancellor was forced to 
intervene, ordering two cabi- 
net members - Jfirgen Trit- 
tin. the leading Green who 
bolds the environment port- 
folio. and Werner Mfiller. the 
economics minister and a 
former energy industry exec- 
utive - to sit down together 
and agree details for a revi- 
sion of the atomic energy 
law. The revision is set to 
form the basis of “consensus 
talks” due to start next 
month between government 
and Industry to agree a time- 
table and the conditions for 
decommissioning nuclear 
plants. 

Mr Schroder’s intervention 
was an attempt to* bring 
calm to a debate which in 
recent weeks has been char- 
acterised by warnings of job 
losses and claims for. dam- 


The row between the two 
ministers centres on Mr Trit- 
tin's proposed revision to the 
atomic laws. Officially thin 
has yet to be published. But 
within the cosy world of 
Bonn politics, draft versions 
of the revision have been Cir- 
culating for weeks. The draft 
contains six key points. As 
well' as a formal commit- 
ment to an nit from nuclear 
power, these include a rise 
in the insurance cover for 
nuclear plants from DMSOOm 
(*300m) to DMebn (93bn). 
tighter security checks, a 
shifting of the burden of 
proof for possible health 
risks on to the plant opera- 
tors and an end to the repro- 
cessing of spent fuel rods. 

Mr Trittin argues that 
these points are consistent 
with the coalition agreement 
between SPD and Greens, 
which commits the govern- 
ment to moving towards 
ending nuclear power. Mr 
Mullerargues that the envi- 
ronment minister runs the 
risk of exposing the German 
government to potential 
cla i ms for breaching repro- 
cessing contracts with com- 
panies :in . France and 
Britain. 

Mr Milller, who holds no 
party affiliation, was also 
dearly annoyed that Mr Trit- 


tin bad taken sole responsi- 
bility for drawing up the 
draft revision. As such, Mr 
Schrbder's decision to make 
the two men sit down 
together can' be seen as a 
blow to Mr Trittin. 

Mr Schroder is thought to 
have reassured the nuclear 
power industry, whose 
bosses he met earlier this 
week, that decommissioning 
would be a drawn-out pro- 
cess - taking perhaps more 
than 20 years. Such a grad- 
ual solution, which would 
take most reactors to the 
end of their originally 
intended lifespan, could be 
an acceptable compromise 
for the industry, as the 
plants have already amor- 
tised their costs and are 
highly profitable. It might 
also be a way to undertake 
decommissioning without 
the threat of claims from 
industry. 

The chancellor is also sen- 
sitive to the impact a domes- 
tic exit from nuclear power 
may have on relations with 
France and Britain. At the 
Franco-German s ummit last 
month Paris voiced its con- 
cerns about Bonn’s propos- 
als and won a commitment 
from Mr Schroder to be con- 
sulted in parallel to the 

other discussions. 

But how much the envt 
ro ament minister will be 
prepared to concede i 
unclear. Like many leadln 
Greens, Mr Trittin cut his 
political teeth in the anti-nu- 
clear movement of the 1970s 
and 1980s. Ending nuclear 
power sooner rather than 
later is one of the central 
policies on which the party 
was founded. 

It is still also unclear how 
Germany will replace the 
energy it derives from 
nuclear power, which cur- 
rently accounts for around a 
third of the country’s elec- 
tricity. 

The environment ministry 
places its faith in a combina- 
tion of savings on energy 
usage and alternative 
sources of generation. It 
argues that as there will be 
no immediate shutdown of 
nuclear power, there will be 
enough time to develop a 
new energy “mix”. 

But some observers 
believe that In Europe’s 
newly liberalised energy sec- 
tor. Germany will simply 
import more electricity from 
abroad - some of it ev 
from nuclear plants. 

"The French are probably 
laughing all the way to the 
bank - literally. They will be 
able to ran their [nuclear] 
plants a tot harder," said an 
energy analyst “In feet this 
is true for all countries sur- 
rounding Germany - they 
are definitely rubbing their 
hands with glee." 
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LORDS T O REHEAR IMMUNITY CAS E 

Red faces in UK 
reversal of 
Pinochet 





By John Mason, 

1 .Law Courts Correspondent 
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. The House of Lords decdston 
.to overturn its landmark 
human rights judgment 
■.removing immunity from 
■General Augusto Pinochet 
because of alleged bias by 
one of the law lords who 
heard the case is an 
. unprecedented embarrass- 
ment for the English legal 
. system. 

Few recent judgments by 

■ the UK's most senior court 
have attracted such wide- 
spread international interest 

< or been seen as so crucial to 
the development of interna- 
. tional law in the vexed area 
of human rights. 

For it to be overturned 
because of possible bias by 

■ one of the judges has caused 
distress throughout the legal 
profession. 

One of the UK's most 
senior lawyers said: It is an 
• embarrassment to the whole 
system. It is of particular 
. embarrassment because of 

■ the international implica- 
tions." 

This embarrassment was 
underlined when Lord 
Irvine, the Lord Chancellor, 

> announced that he had writ- 
ten to the law lords telling 
them: "We must make every 
. effort to ensure that such a 
state of affairs could not 
. occur again." 

>. The Lord Chancellor 
suggested that in future the 
law lords should consider as 
a group any possible con- 
flicts of interest and require 
any law lord to disclose 
them to parties in cases. 
Some lawyers cringed at the 
thought that the UK’s most 
senior judges had to be given 
; such guidance. 

. The disqualification of 
Lord Hoffmann from his role 
in the first hearing for fail- 
ing to disclose his links with 
Amnesty Internationa], the 
London-based human rights 
organisation, is also a severe 
personal setback. 



Hoffmann: he should have 
declared a connection with 
human rights group 

Among the legal profes- 
sion there was widespread 
agreement that Lord Hoff- 
mann had n vn fo a fundamen- 
tal error in not disclosing his 
links with Amnesty. 

There was also consider- 
able speculation about 
whether the affair might 
prompt him to resign. 

The top UK lawyer mM: 
“It is very unfortunate. K is 
surprising that Lord Hoff- 
mann did not ten anybody 
what his position was. That 
would have been common 
form. 

Tt is vary important th«* 
the administration of justice 
is not only just but seen to 
be just. 

"Not making the disclo- 
sure - no doubt because he 
overlooked it - does raise 
the question of public per- 
ception over the judgment” 

The lawyer acknowledged 
that resignation was a possi- 
ble issue. “I would hope he 
does not resign. He is such a 
great judge and this wfli not 
be a long-term difficulty. 


However, I cant be sure how 
this will affect him. It is 
important ha is left to make 
his own judgment" 

The ordering of a fresh 
hearing presents Gen Pino- 
chet with what is generally 
regarded as a good chance of 
avoiding extradition to Spain 
to face trial over events 
which took place while he 
was military ruler of (Me. 

The House of Lords must 
now select another five law 
lords to rehear the case 
about state Immunity in 
mid-January. 

None of the five who heard 
the case ftrstwill be allowed 
to hear it again. It is thought 
unlikely the Lord Chancellor 
himself will stt, given the 
political sensitivity of the 
case. With only seven of the 
12 other current law lords 
available, some of the five 
are likely to come from 
those who ordered the new 



Chilean 
rulers 
weary of 
legal 
twists 

By Imogen Marie En Santiago 


■Those seeking the extradi- 
tion of Gen Pinochet are 
likely to be dismayed by the 
loss of the voices of Lord 
Hoffmann and Lord Steyn, 
both acknowledged advo- 
cates of human rights 
causes, and Lord Ni cholls, 
whose denial of immunity 
swung the decision against 
the general in the first hear- 
ing. 

The decision of these three 
judges - that former heads 
of state do not have immu- 
nity from prosecution for 
crimes against humanity — 
was widely seen as ground- 
breaking and a d v e n t u rous 

Explicitly moral. It inter- 
preted UK law to fit into 
developments in Interna- 
tional human rights legisla- 
tion. 

There is no guarantee that 
the new panel of five judges 
will take such a bold stance. 
Legal observers consider the 
overall make-up of the new 
panel may mean that Spain 
feces a harder task winning 
the case the second time 
around. 


A supports hidds up a picture at Gan Pinochet in London pelt) whBo another protasi s outside the Housa erf Lwda 


Extradition process goes on 
pending new court ruling 


By Andrew Parker In London 
and David White in Madrid 

The UK government said 
yesterday extradition pro- 
ceedings against General 
Augusto Pinochet, the for- 
mer Chilean dictator, would 
continue despite the decision 
by the British law lords to 
set aside their landmark rul- 
ing that he did not enjoy 
immunity from prosecution. 

However, a spokeswoman 
for the UK Home Office 
accepted that if the law lords 
now ruled that the former 
rtii Titan president hnH immu- 
nity because he was once 
head of state, then the extra- 
dition proceedings would 
fell 

Jack Straw, British home 
secretary (interior minister), 
authorised the start of the 
proceedings against Gen 
Pinochet on December 9. He 
said then that he had done 
so on the understanding Geo 
Pinochet did "not enjoy any 
immunity” in relation to 
charges of attempted mur- 
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Brazilian central bank 
cuts interest rates 
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i By John Bertram in SSa Paulo 

-.Brazil's central bank has 
- . eased its- tight monetary pol* 
icy by cutting interest rates. 
Rates had been raised 
■ sharply in August to avert a 

- damaging currency crisis at 
t : the heigh* of the intema- 
■„ : tional finan cial tunnofl. 

AnalyBts say the widely 
r , expected cut win have a neu- 
-- tral effect cm the economy, 
v- which they still forecast to 
- . shrink by up to 43 per cent 
next year as the government 
imposes tough fiscal policies. 
, These are to comply with the 
.. terms of a US$4L55bn rescue 
> package led by the Intama- 
. tional Monetary Fund. 

David Wheeler of Bear 
». Stearns, the New York 
, Investment bank, said: 
v “Interest rates have to come 

- down, otherwise the fiscal 
plan is not viable. This was 

«. the only path the govern- 
ment could take". 

The central bank cut its 
assistance rate to 36 from 42 
per cent and reintroduced its 
prime lending rate, which it 
suspended in September, set- 
ting the minimum rate at 29 
per cent. This cut the spread 
between tnlr t rminri and maxi- 
mum rates to 7 percentage 
points from 23J25 points. 


Lower rates should save 
the government about 
RglObn fUS$&33bn) a year in 
interest charges on its 
domestic currency debt, eas- 
ing pressure on public 
finances. . 

Very high interest rates 
helped increase the fiscal 
deficit to 8-3 per cent of 
gross domestic product in 


‘Rates have to 
come down, or 
the fiscal plan 
is not viable* 


September. A larger interest 
rate cut now would threaten 
the value of the Beal, Bra- 
zil’s currency, a cornerstone 
of the government's free 
market economic policies. . 

Domestic interest rates are 
linked to the performance in 
International markets of 
Rwwfifan bonds which yield 
n percentage points over 
equivalent TJS treasury 
bonds- 

The Brazilian treasury 
must pay a premium of 
about 4-5 percentage points 
above this to prevent a capi- 


tal outflow that would 
threaten the BeaL 

Brazil remains vulnerable 
to shifts In international 
Investor confidence. The 
government suffered a dam- 
aging defeat in Congress two 
weeks ago which rejected 
pert of a US?3&5bn package 
of spending cuts, higher 
taxes and Increased pension 
contributions in 1999. 

This setback accelerated 
capital outflow, lowering the 
central bank’s reserves by 
over US$2.0bn so far this 
month. 

The defeat raised concern 
over the gove rn ment's abil- 
ity to fulfil its agreement 
with the IMF and so con- 
tinue to receive external 
funding. 

Congress has already 
approved government pro- 
posals to -increase taxes and 
lower spending in 1999 by 
H$l8.20bn (US$15. l?bn). 
More votes cm measures to 
raise a farther R|S.8bn are 
due in the first quarter of 
next year. 

The central bank is to 
review interest rates in Jan- 
uary. A further reduction in 
rates will depend on prog- 
ress in implementing IMF- 
mandated austerity mea- 


Jump in farm exports 
helps narrow US deficit 
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. . A big jump in sales * of 
soyabeans, Wheat and other 
American form products 

- helped offset an increase in 

! US purchases-cf foreign cars . 
> and oil, narrowing the trade 
deficit for a second straight 
; month, AP reports from ; 
Washington. 

The Commerce Depart- 
ment said yesterday that the 
, October deficit fell 1 ^ per 
. cent to $l4.2&n, tte lowest 
,. .jeveJ since April Even with 
. the Improvements In Sep- 
ft {ember and October, the 

■ -aing at a record annual rate . 
U-of $i67bn, fo* kj? 

• • year’s gap of $110.2bn- as toe 
Asian financial crisis contin- 
; uSto St the American 

“^^politically sensitive 
..'deficit 

while the. deficit with China 


<■ 


for the year continued to run 
at a record lsveL' 

Since March, American 

manufacturers have cut 

196,000 jobs in manufactur- 
ing, reflecting a plunge lix" 
exports to Asia. 

Additionally, farmers are 
facing their hardest 'eco- 
nomic times in a decade as 
commodity prices have 
fa llen. 

■ .But despite the global tur- 
moil, the overall US econ- 
omy has continued', with 
healthy ‘growth rates. 

♦ A weafc dollar and . toe 
strong - US economy pro-, 
pelted a surge in Canadian. 
. exports in October, .pushing 
Canada’s monthly merchan- 
dise tradesurplus up C$418m 
(US$27im) to C$2bn, Edward 
Alden reports from Toronto. 

Experts rose 42 per cent 
to October, and are up IS per 


cent over the last 12 months, 
the largest gains to three 
years. 

The strong performance 
was led by a 9£ per cent rise 
in automotive products 
.exports, as well as increased 
shipments of forestry prod- 
ucts, matotomy and equip- 
ment. ; ■ 

Canada has been aide to 
offseta20percentdecBneJii- 
expeats to Asia over toe last 
year by stepping np sales to 
the US and Europe, both of 
which have grown by more 
than 17 per cent fids year. 
The US absorbed nearly 65 
p« cent cf Canadian exports 
in October, 

Despite a ■ weaker ; cur- 
rency, however, Canada’s 
trade. surplus over the first 
10 months of 1996 ‘dropped to 
C$L&2bn from C*3Llhn in 
toe same period last year. 


Broker 
sues over 
Japanese 
hotel deal 


By Rfcferf wofffe 

hi Washington 


A US property broker who 
claims to have negotiated 
one of the largest Japanese 
property deals of the 1980s 
launched a courtroom battle 
for compensation yesterday 
to New York. 

Lee Welshman is suing 
three Japanese companies - 
Salson Corporation, Seibu 
Department Stores and 
Setyu - over the purchase of 
the Inter-Cauttoentel Hotels 
group and its resale earlier 
this year. 

Seibu Saison, the Japanese 
conglomerate, purchased the 
hotels chain from Grand 
Metropolitan, the British 
spirits and food group now 
part of Diageo, at the top ol 
the market in 1988 for 
&2bn. 

In February, it sold the 
chain of 210 hotels in 76 
countries to Bass, the UK 
brewing and leisure group, 
for $2^bn. The four- and 
five-star hotel chain was one 
of several assets sold by Sai- 
son to raise funds to cover 
its subsidiaries' bad debts. 

A trial is expected to begin 
next summer, according to 
Boies & Schiller, attorneys 
for Mr Weissman, 

The lawsuit claims that 
Seibu agreed to pay Mr 
Weissman a substantial com- 
mission - worth up to $12m 
- for arranging the Initial 
deal with GrandMet, to be 
paid when the hotel chain 
was resold. According to 
legal papers filed in court, 
the commission was not paid^ ' 
when Saison told the hotels 
earlier this year, generating 
a profit of more than 

In particular, Mr Weiss- 
man argues that he con- 
vinced GrandMet to sell the 
hotel chain when it said the 
properties were not for sale. 
Mr Weissman says he acted 
as a representative of the 
Japanese companies to nego- 
tiations wKh GrandMet and 
its advisers. 

A spokesperson for Cleary 
Gottheb, attorneys to Setyu, 
refused -to comment on the 
case. A letter earlier this 
year tram Kenip Merita, the 
Japanese attorneys of the 
companies, stated that 
“there is no basis" for Mr 
Walssman’s claims. 


der, torture and hostage tak- 
ing: In a reference to Lord 
Hoffman, the judge who 
failed to declare his connec- 
tion with a human rights 
organisation, Mr Straw 
rejected representations by 
Gen Pinochet's lawyers that 
he should disregard the judg- 
ment of the law lords on 
November 25 because of the 
“alleged bias on the part of 
one of the law lords". 

The Home Office spokes- 
woman said Mr Straw's 
authority to proceed with 
the extradition proceedings 
“still stands". “The extradi- 
tion process is already in 
motion," she said. 

However, if the law lords 
ruled that Gen Pinochet 
enjoyed immunity from pros- 
ecution, the spokeswoman 
said, “Presumably it will 
halt the whole process." 

The fresh appeal hearing 
reinforced the undeclared 
hopes of Spanish govern- 
ment ministers that the case 
would not reach toe stage of 
a full-scale trial in Spain. 


Yesterday's decision fol- 
lowed the presentation of 
formal charges against Gen 
Pinochet late last week by 
Judge Baltasar Garzdn. the 
Spanish examining magis- 
trate who successfully 
sought the former Chilean 
president's arrest in London 
over two months ago. 

The judge's charges 
included a revised list of 
more than 2,500 people 
alleged to have died in politi- 
cal repression following Chi- 
le's 1973 military coup. Mr 
Garzbn said he limited the 
list to cases on which there 
was certain evidence. He 
argued that Chile's Dina 
secret police could not have 
acted without Gen Pino- 
chet's orders or knowledge. 

Andrgs Zaldlvar, president 
of the Chilean Senate, said 
during a visit to Madrid that 
yesterday's decision pro- 
vided “new hope" of a solu- 
tion which would avoid 
sending Gen Pinochet to 
Spain. He discussed the case 
yesterday with Jos£ Maria 


Aznar. Spanish prime minis- 
ter, and Abel Matutes, for- 
eign minister. 

Mr Matutes said after the 
talks that Spain was pre- 
pared to study proposals for 
letting an international insti- 
tution decide where Gen 
Pinochet should be judged. 

Pre-trial proceedings to 
Sixain cannot now go any 
further until Mr Garton has 
heard testimony from Gen 
Pinochet on the charges 
against him, according to 
legal experts. 

In London yesterday, Sir 
Norman Fowler, spokesman 
for the British opposition 
Conservative party on home 
affairs, said Mr Straw should 
now bring the extradition 
proceedings to a swift end. 
“The home secretary should 
exerase his discretion with- 
out farther delay. The alter- 
native is for these proceed- 
ings to drag on for months 
to crane and at vast expraise. 
This is a case which should 
he settled in Chile, not here 
in Britain," he added. 


The Chilean government 
greeted the latest twist in 
the b ffii tangle surrounding 
Gen Augusto Pinochet with 
more weariness than jubila- 
tion. 

“After two months of agi- 
tation and commotion in 
Chile, to Great Britain and 
to Spain, we are back where 
we were at the beginning," 
said President Eduardo Frei. 
“It's time to pat an end to 
this, for Gen Pinochet to 
return to Chile and for Chile 
to sort out its own affairs to 
its own way." 

Jos£ Miguel instil zfl, for- 
eign minister, said the Chil- 
ean government wanted to 
be present to the next hear- 
ing before the lards, “to 
argue the case we have 
always presented for immu- 
nity for [Generali Pinochet”. 
But the Chilean government 
was not defending immunity 
for committing crimes, he 
said. “We are arguing about 
where those crimes should 
be tried, and we believe that 
jurisdiction corresponds to 
the Chilean courts." 

The general's supporters 
welcomed the news with 
cautious enthusiasm. The 
new r uling confirmed "Chi- 
le's national sovereignty has 
been abused, with the illegal 
detention of a senator of the 
republic” (Gen Pinochet, 
who has a life seat in 
the Senate), according to 
Alberto Espina. president of 
Renovaribn Narional, one of 
two rightwtog opposition 
parties. 

Vivians Diaz, a Chilean 
human rights lobbyist, said 
the decision had surprised 
them, but they understood it 
was part of the process of 
securing a fair trial. “We are 
confident when the lords 
return to hear the funda- 
mental issue of immunity, in 
January, they will confirm 
the original ruling, for no 
head of state can have 
immunity to torture and 
murder," she said. 


Rome 

£ 20 , 000,000 

At the end of 1 997, the Municipality of Rome retained 
E&R Iniziative, a property management services com- 
pany, to survey, assess and manage its large residential 
property portfolioJn ten months,rent receipts have in- 
creased from 37 to 55 billion lira, 
while rent arrears have fallen 
by 50%. In this short period, 
E&R Iniziative surveyed 44 
thousand apartaments 
comprising over 2.5 mil- 
lion square meters, em- 
ploying just over half a mil- 
lion man hours, inputting 
over 3.4 new data items and 
formalized arrangements with 
26 thousand residentfamilies. As a 
result, the Municipality now has additional revenues to 
invest in urban improvement, plus the data required for 
efficient management of its properties and effective im- 
plementation of its housing policies. 





COMUNE Dl ROMA 


e&riniziative 


au ck Mi— nBMOcWA.T16HSp«-C»ona3p« 









6 


e 

i 


By 

in 

Tt 

se 

re’ 

tiv 

ut 

eri 

on 

by 

int 

frc 

an- 

te; 

It* 

ita 

dif 

of 

tic 

sei 

I 

I 

a 

By i 
and 


Th t 
thei 
intc 
the 
the 
“to 
ins 
mit 
pro: 
no( 
eng 
the 
coir 
eff& 
peti 
choi 
“1 
tron 
in t 
law* 
and 
elec 
Man 
indi 
the 
terd 
e-En 
UK 
sion 
men 
A 
issui 
ness 
that 
and 
com 
gies. 
with 
busi 
son; 
modi 
try * 

use • 
appli 
emu 
that 
behu 
the i 
tnntii 
techr 

up. 

inter 


T 


n 


By Jo; 
Law C 

The i 
prepa 
Euro 
tobat 
sport; 
four i 
tcrda; 
lenee 
peon 
A 

Lnnd< 
Amer 
Impc 
could 
Euro] 
the le 

tive. 

heoltl 
ward* 
the < 
allom 
An. 
ment 


T 


By Rob 
Econoo 

Brit is} 
to acc 
in Eu 
greatc 
tiro. a 
indepc 
monet 
of the 
UK ce 
In a 
South 
Wilton 
intern, 
tes at • 
said t 
might 
momvi 
tkm. j 




' ^" E r is 1998 
FINANCIAL TIMES FRIDAY DECEM** 


EURO 


Financial institutions are steeling themselves for 
the long weekend when they will have to 
change over systems for the new currency. 
That, however, will be just the beginning. 

Getting ready 

for le weekend 


By George Graham, 
Banking Editor 


“No compulsion, no prohibi- 
tion" is the European Com- 
mission's watchword for use 
of the euro over the next 
three years. 

But for h anks , securities 
dealers and fund managers, 
the euro is not optional. The 
new currency will not only 
wipe out traditional reve- 
nues and overturn the struc- 
ture of the financial services 
industry; it also threatens 
the very existence of any 
financial company that has 
felled adequately to prepare. 

“Let's face it, anyone who 
is not ready to start dealing 
in euros on January 4 is not 
going to look very credible 
with their customers." said 
one Investment banker. 

These preparations have 
been expensive. For a US 
investment bank such as 
Merrill Lynch, conversion to 
the euro is expected to cost a 
total of $79m. For European- 
based hanks with more work 
to do ob their- retap, busi- 
nesses. fee dost ca^b&ip.Uch 

higher. 

Besides the reactive work 
of making sure that balances 
and securities are converted 
to the euro, and that systems 
are ready to handle the new 
currency, the financial sec- 
tor must also face up to a 
range of broader strategic 
issues. 

Even in the early stages of 
Emu-analysis, most banks 
quickly realised they stood 
to lose a number of tradi- 


tional revenue streams. For- 
eign exchange dealing in 
euro-zone currencies will, of 
course, disappear, and banks 
with a business built largely 
on their domestic currency 
may find it hard to compete 
with the biggest interna- 
tional institutions on euro/ 
dollar trading: 

“We will miss the foreign 
exchange earnings we will 
lose, which we estimate at 
I£15m-I£20m [$23m-j30m] a 
year, but we have taken hits 
like that in our stride 
before," says Paul D'Alton, 
chief financial officer of 
Bank of Ireland. 

The same threat looms 
over bond issuance. Though 
the new euro -denominated 
bond market is expected to 
be bigger and more liquid 
than, the sum of its national 
currency parts, banks whose 
business has depended on 
expertise in their domestic 
bond markets will find it 
hard to play this bigger 
game. 

Variations in margins 
between companies will be 
hard to sustain when all fee 
euro-zone countries have the 
same currency and the same 
central hank interest rate - 
a pressure that will be felt at 
first in the corporate market 
but could spread to retail 
financial services even 
before the introduction of 
euro no te s and coins in 2002. 

If the losses are easy 
enough to work out. the 
gains are not so simple to 
predict 

The competitiveness equa- 


ASSET MANAGEMENT 


Ebb and flow 
of funds may 
become flood 


By Jane Martinson, 

Investment Correspondent 

Carol Galley, co-head of 
Merrill Lynch Mercury, one 
of the world's largest fund 
managers, believes the 
arrival of the single cur- 
rency will force radical 
changes in her business. In 
fact she says, “The UK pen- 
sions industry is undergoing 
the most far-reaching 
changes since the war." 

If the impact on the £450bn 
($?45bn) UK industry is 
expected to be profound, the 
effect on asset managers in 
the 11 member states in the 
Emu vanguard could be 
greater still. 

The first issue exercising 
the industry is that of asset 
allocation. Investors in most 
of the 11 states currently 
face restrictions on investing 
outside their own currency 
because of requirements to 
match assets with liabilities. 
The euro in effect extends 
the term "domestic" to the 
11 founder members of Emu, 
so the potential for funds to 
flow into and out of markets 
as national currencies van- 
ish into a single euro is enor- 
mous. 

Morgan Stanley Dean Wit- 
ter, fee US investment bank, 
has estimated that some 
$2.3O0bn-worth of new 
money will flow into conti- 
nental European equities as 

a result of portfolio rebalanc- 
ing between now and 2010, 
largely as a result of the 
euro. 

The extent and timing of 
fee changing fond flows is a 
matter of conjecture at the 
moment. Charles Farquhar- 
sozl, head of MLM's UK insti- 
tutional business, warned 
UK clients earlier this year 
that if all European institu- 
tions move their existing 
portfolios into those based 
on pan-European market 
capitalisations, more than 
fMOObn could leave fee UK 
market But even if half this 
money crossed the channel 
over six or seven years it 
would represent around 3 
per cent of fee current UK 
market "The implications of 
sales of this magnitude for 
UK share prices and Euro- 
pean prices would be colos- 
sal,” he said. 

However, he quickly 
pointed out feat nobody 
knows how much of this gap 
wm be made up by corporate 


tion has pluses and minuses 
for particular products. In 
the payments area, for exam- 
ple, large international 
banks such as Chase Man- 
hattan and Citibank can 
offer a pan-European service 
to corporate treasurers that 
locally based banks will find 
hard to match. 

On the other hand, the 
smallest Italian savings 
bank will be able to transfer 
euros to another bank in 
Finland through the new 
Target payments system 
operated by the European 
Central Bank. 

- The direct effect of the 
ettro itself is only part of the 
equation. The financial ser- 
vices industry is already 
chang ing rapidly under the 
influence of technological 
advances, the gradual with- 
drawal of state influence 
from banking in most Euro- 
pean countries, demographic 
pressures to fill the gaps in. 
the continent's largely 
unfunded state pension 
schemes, and an increased 
concern for shareholder 
value. 

‘"The euro will be not only 
a direct cause of but also a 
catalyst for change in 
response to these underlying 
forces." writes William 
White, an economist at the 
Bank for International Set- 
tlements, in a recent paper 
on "The Coming Transfor- 
mation o.f Continental Euro- 
pean Banking”. 

Until now. Europe has 
seen very tittle of the acqui- 
sition fever that has swept 



the fragmented US h anking 
industry over the last 10 
years. The process of consoli- 
dation has begun within 
national boundaries, for 
example in Italy, and in 
some well-defined regions, 
such as Benelux, with ING's 
takeover of Belgium's BEL, 
and the Nordic area, where 
Den Danske Bank has won 
control of Norway’s Fokus 
Bank. 

But several governments 
remain sensitive about the 
prospect of one of their 
national banks being taken 
over by a foreign institution. 
Though fee idea of building 
a pan-European bank by 
merger or acquisition is 


tempting to many chief exec- 
utives, it has so far proved 
elusive. 

“A few very big banks 
have bought a few very 
small banks in other coun- 
tries, but we haven't seen 
this oil-stain expansion we 
saw in fee US. The big ques- 
tion for European consolida- 
tion is when it becomes 
acceptable for one national 
champion to take out 
another national champion." 
says Mark Ttiden of Gemini 
Consulting. 

Commentators differ over 
how fast change will crane 
about "I think it will be a 
very gradual process, and 
I’m happy that it will be 


Bonds and banking in Europe and the US 


US and Birupean tagh yield issues 
$ 94 ba 


European high yield 
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gradual," says Andrf Teeuw, 
manag in g director of Euro- 
pean corporate banking at 
Barclays. 

In the short term, how- 
ever, gradualism is not on 
the menu. Financial institu- 
tions are now braced for le 
weekend - the three days 
foam the dose of business on 
Thursday December 31 to 
the start of trading on Mon- 
day January 1, during which 
they must convert all their 
closing balances, redenomi- 
nate euro-zone securities, 
reconcile their figures with 
customers, activate new 
euro bank accounts and get 
their systems ready for the 
new currency* 


1998 

Ernpean 
canocta 


transactions such as buy- 
backs or new money from 
investors in the US or Japan, 
which are expected to invest 
more globally over the next 
few years to diversify mainly 
domestic portfolios. 

The other unknown is how 
long this change will take. 
The extent of the impact on 
individual member states of 
a wholesale shift to pan-Eu- 
ropean investing could be so 
significant that national 
political concerns' would 
come into play., 

Richard Wohanka, the 
head of WestLB Asset Man- 
agement, says; "My personal 
view is that this whole shift 
will take longer than one 
thinks." David Bowers, head 
of European equity strategy 
at Merrill Lynch, echoes this 
view when he says: “Reba- 
lancing portfolios is going to 
be a huge issue over fee next 
few years but it will not all 
happen an January 4.” 

Few, however, are arguing 
that markets will not be fun- 
damentally altered. The 
fixed income market could 
change even more signifi- 
cantly than equity markets, 
not least because it is fee 
dominant asset class in 
nearly all 11 membra states. 

After the introduction of 
fee euro, fund managers will 
no longer be able to add 
value in the fixed income 

market by betting on cur- 
rency. Alan Rubensteln, 
managing director at Mor- 
gan Stanley, says this will 

prompt an Increased empha- 
sis on credit risk. Several 
analysts expect corporate 
bonds, which yield more 
than their governmental 
equivalents, to benefit from 
greater interest because of 
this change. 

Wife the opening up of the 
European market, fund man- 
agers expect accelerated con- 
solidation in the industry. 

Fund manageme nt compa- 
nies are racing to take 
advantage of the increased 
demand for cross-border 
expertise, and several recent 
mergers have been predi- 
cated on the desire to pool 
resources in this area 

Some see such a race as 
part of an even bigger trend 
of all domestic investing to 
become more global. Mr Far- 
quharson at MLM says: 
"This global approach to sec- 
tor and share selection is the 
future." 



PAN-EUROPEAN CAPITAL M ARKETS 

Emu to make 
Europe more 
like America 


By Edward Lace, 
Capital Markets Editor 


SauaxBrdataCw**; TbeSxter 


Amid fee deep job cuts 
investment banks have 
mmte in their mainstream 
businesses over the last few 
i ttnn tha , one area stands out 
in stark contrast anything 
relating to the euro or to 
European monetary union. 

While those working in 
^m^rgiri g markets, US mort- 
gages, corporate finance and 
other divisions worry about 
their livelihoods, the payroll 
working oh the euro-zone is 
growing apace. 

This is hot an arcane point 
about the growth in IT or 
fee gt pm gthwdwff of back-of- 
fice capacity for the reden- 
omination of currencies into 
the euro next month. On fee 
contrary, the world's leading 
investment banks believe 
Rmu win stimulate a lasting 
amt radical alteration in fee 
way European companies 
and banks raise finance. 

perhaps the most dramatic 
evidence of this is in fee 
moves, to set up a pan-Euro- 
pean equity market led by 
the London stock exchange 
and the Deutsche Boise. Dra- 
matic consolidation is also 
occuring among Europe’s 
derivatives exchanges. 

.“Emu is arguably having a 
bigger impact on European 
pyr-hungpc than the sum of 
all new technology com- 
bined," says fee head of one 
exchange. "Either you join a 
continental fliHam-a or you 
wither." 

Although the creation of a 
pan-European stock market 
remains some way off - wife 
enormous technical barriers 
to surmount, including the 
creation of a . joint clearing 
system and a single tr ading 
platform - both investors 
and companies are starting 
to behave as if it already 
exists. 

Large institutional inves- 
tors and tire tr ading floors Of 
investment banks are reor- 
ganising along sectoral lines 
as opposed to national ones: 
out go Italy and Germany, in 
come telecoms and construc- 
tion. By the same token, 
companies are starting to 
raise finance - both debt 
and equity - on a continen- 
tal level rather than on the 
traditional national stage. 

Euro-NM, Europe’s 
recently created stock mar- 
ket fra small companies, has 
seen a steep rise in listings 
this year. Many European 
companies have also issued 
debut bonds in 1998 
although, in the case of debt, 
companies are shifting from 
bank loans to bonds as well 
as from the national to the 
continental market 

The growth of the bond 
markets therefore represents 
a distinct shift in the method 
of corporate and h ank finan- 
cing. Bankers often refer to 
fete shift as disintermedia- 
tion, where borrowers cut 
out fee bank (or intermedia- 


tor), and tap savings directly 
from Investors in the bond 
market. , . 

“To put it crudely. 
Europe’s financial markets 
are Americanising." says 
one investment banker. 
“Emu is the most important 
driving force behind this." 

But the growth of a US 
capital market goes further 
fern? growth in the issuance 
of straightforward bonds. 
Banks suddenly find them- 
selves compared with covm- 
terparts in previously dis- 
tinct national markets. They 
are quick to be penalised by 
equity investors for under- 
performing the market. 

This has encouraged them 
to take a more aggressive 
view of how to boost their 
return on capital. European 
VinnkR have started to pack- 
age chunks of their asset 
base, including mortgage 
portfolios or loan obliga- 
tions, and launch them as 
bonds - or asset-hacked 
securities; This enables 
banks to reduce fee capital 
they set aside against the 
risk of default. Banks are 
also more reluctant to 
extend low-margin loans to 
their traditional stable of 
relationship clients. 

Similarly, young and fast- 
growth companies are 
increasingly competing on a 
European stage and arc thus 
more aggressive in raising 
finance. This has led to the 
creation of a euro-denomi- 
nated “junk bond" market 
over the last 18 months. 

However, in spite of its 
large growth potential, the 
European bond market could 
take much longer than many 
expect to reach the scale of 
its counterpart in the US. 
"Investnient banks - espe- 
cially the big US banks - 
have indulged in a fair 
amount of exaggeration and 
hype about Europe's growth 
prospects." says a senior offi- 
cial at an international 
credit rating agency. “After 
all. it is the investment 
banks who stand to benefit 
mast from fee trend." 

Precisely hecause of the 
radical nature of the 
changes, there is likely to be 
resistance in some quarters. 
Several member states, 
including France, have 
proved reluctant, for exam- 
ple. to allow cross-border 
takeovers of domestic com- 
panies. Others may retain 
restrictions on how much 
domestic pension and insur- 
ance funds can invest in 
non-domestic companies. 
Perhaps more important, 
national regulators remain 
as entrenched as ever with 
tittle prospect of harmonisa- 
tion of rules governing fee 
euro-denominated market. 
“It might sound obvious, but 
we are abolishing ll curren- 
cies not ll political 
systems.” says one econo- 
mist "The market will grow, 
but it is a long way from 
becoming America.” 


RETAIL BANKS CRUCIAL ROLE IN ACCLIMATISING CLIENTS BEFORE INTRODUCTION OF NOTES AND COINS IN 2002 


Euro will mean big business, but not yet 


By Christopher Brown-Huroes 

From the day the euro 
becomes a reality next 
month. Jim Murray will 
have a current account, a 
deposit account and a credit 
card denominated in fee new 
single currency. 

"T will save money straight 
away.” argues Mr Murray, 
the genial Irish director of 
Beuc. an organisation repre- 
senting European consum- 
ers. "I travel a lot in Europe 
and there will be no transac- 
tion charges on my credit 
card payments." 

Few individuals will be 
taking fee euro plunge quite 
as readily. At a conference 


Mr Murray attended 
recently, it emerged that 
only three out of 200 dele- 
gates intended to follow his 
example - and these were 
people in the thick of it 

The euro will mean big 
business for Europe's retail 
banks, but not at once. That 
is partly because the banks 
have focused on getting their 
corporate and capital market 
systems ready for economic 
and monetary union (Emu) 
first Most are not yet tout- 
ing - and may not even have 
developed - euro products 
for retail clients. 

But the banks know they 
have a crucial role to play in 
helping their customers get 


used to the euro ahead of fee 
introduction of notes and 
coins in 2002. And as more 
people are paid in euros, and 
more shops accept euros, 
there will, be more demand 
for euro products, such as 
mortgages, current accounts, 
and credit cards. 

It Is too early to see- who 
the winners in this process 
will be, partly because the 
cross-border market in retail 
financial services remains so 
poorly developed. A recent 
document from the Euro- 
pean Commission concluded 
that cross-border gates of tra- 
ditional financial products to 
individual consumers 
“remain the exception”. 


In foot, there is a whole 
range of cultural, legal and 
regulatory reasons why con- 
sumers are reluctant to buy 
their mortgages, life assur- 
ance and pensions outside 
their own countries. The 
arrival of the euro is not, by 
itself, expected to change 
this. 

“The currency differential 
is the smallest one a hank 

faces in deciding whether to 

move across border. There 
are other issues such as 
brand, access to customers 
and distribution," says Mat- 
thew Greenhurgh. co-head of 
European financial institu- 
tions at Merrill Lynch. "The 
single currency doesn’t 


make people more open- 
minded abont using 
unknown brands.” 

But cross-border activity 
will develop, partly because 
of increased m»ning by tele- 
phone and the internet, 
partly because of consolida- 
tion, and partly because the 
European authorities are 
determined that it should do 
so. 

Consolidation is widely 
expected, not least because 
the European market will be 
so fragmented at the ktart 

Real progress will also 
require financial services 
groups to build pan-Euro- 
pean brands. Halifax, the 
UK’s biggest provider of 


mortgages, is simply not 
known in the German or 
French markets. 

There is no banking equiv- 
alent of retailers such as 
Marks & Spencer or Henries 
& Mauritz. 

So it is not surprising 
there 'is caution. That is cer- 
tainly the sense you get 
when asking George 
Mathewson, chief executive 
of Royal Bank of Scotland, 
how quickly a pan-European 
market will develop in retail 
financial services. Slowly, he 
saya: despite S00 years or 
union, a common market 
has still not folly developed 
between England and Scot 
land. 


INSURA NCE DEALMAKING HAS BEEN INTERRUPTED BY MARKET TURMOIL BUT MERGERS AND ACQUISITIONS ARE LIKELY TO RESUME 


Consolidation changes market 


By Andrew Bdger, 
Insurance Correspondent 


The advent of the euro has 
been preceded by a flurry of 
deals that have started to 
transform the -European 
insurance market. 

When Allianz recently 
acquired the French insurer 
AGF, fee German company 
said it was keen to secure a 
prominent market fust tion 
in France and other coun- 


tries preparing to adopt the 
single European currency. 
1NG, the Netherlands insur- 
ance and banking group, 
said its acquisition of BBL, 
the Belgian bank, was con- 
sistent with its policy of sec- 
uring “a subs tantial position 
in the European market” 
and had given it a "second 
home” in Europe. 

Dealmaking has been 
interrupted by the recent 
market .turmoil, but the 


stockbroker Merrill Lynch 
predicts consolidation -is 
almost certain to start a gain 
"The European insurance 
market is extremely frag- 
mented, with over 5,000 
insurance companies,” it 
says. "In addition, the single 
European currency is likely 
to enhance rather than 
detract from, merger and 
acquisition activity.” 

The launch of the euro is 
expected to have most 


impact in markets that are 
already transnational, such 
as commercial insurance 
and reinsurance. Munich Re, 
the large German reinsurer, 
predicts that if the euro 
leads to an economic 
upswing fee demand for 
reinsurance cover will also 
increase. 

However, Munich Re says: 
"The euro will probably also 
intensify competition. Espe- 
cially in reinsurers' large- 


risk business, rate levels are 
likely to come under further 
pressure." 

One area where the rheto- 
ric of European consolida- 
tion has outpaced reality is 
in life assurance and pen- 
sions. Analysts are trans- 
fixed by the potential size of 
this toarket, as European 
governments are bound to 
transfer more of their pen- 
sions burden from fee public 
to the private sector. How- 
ever, pensions are so inextri- 
cably entwined with 
national tax regimes and 
laws that there is very little 


scope for trans-European 
products. ’ 

So for, relatively few retail 
insurance products are being 
sold across borders. One con- 
straint is the cost of estab- 
lishing a European bran if' 
and market position. 

This is the fourth and final 
special pope an the launch of 
the euro. Earlier instalment! 
from Tuesday to yesterday, 
dealt with the political con- 
text of the ettro. and what the 
single currency will mean for 
the consumer goods industry 
and far. manufacturing. 
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FOREIGN VENTURES IN CHINA PLANNED RESTRI CTION S EASED IN FAST-GROWING $1.4bn MARK ET 

Beijing relents on telecoms investments 


By James Kynge in BeQmg 

China has decided to relax 
H'hnt had been planned as a 
thorough "clean up" of for- 
eimi participation in its tele- 
communications services 
industry, a move seen as a 
partial lepricve Tor invest- 
ments of about ii.-Jbo in the 

world’s fastest-growing tele- 
coms market. 

The decision was also 
likely to have been wel- 
comed by US officials at a 
high-level trade meeting 
with Chinese counterparts in 
Washington yesterday. Wil- 
liam Daley, the commerce 
secretary, ami other US offi- 
cials were expected to press 
China hard to dismantle 
recent barriers to foreign 
trade and investment. 


Chinese exporters struggle to meet US beetle rules 


China was yesterday 
struggling to comply with 
new US regulations to keep 
a free-killing beetle out of 
the US. The rules require 
solid wood packing material 
for shipments from China to 
the US to be treated for the 


A Chinese telecoms offi- 
cial. who declined to be iden- 
tified, said that “a few” of 
some 46 existing or sched- 
uled Sin o-fo reign telecoms 
services ventures would not 
be allowed to go ahead as 
planned because of regula- 
tion infringements. But the 
remainder would be permit- 
ted to continue operations. 


Asian fongbomed beetia 
An official from Shanghai's 
Foreign Economic Relations 
and Trade Commission, 
which the oversees the city’s 
exports, said there were 
some outstanding problems, 
such as the fact that the 


though some would have 
their contracts reviewed 
and. possibly, adjusted. 

The official did not say 
exactly how many ventures 
would be stopped, but his 
tone was milder than that of 
Wu Jichuan, the minister for 
information industries, who 
promised In October that 
telecoms ventures would be 


inspection equipment was 
not ready. * 

Beijing Initially criticised 
the rules, which were 
announced in September, as 
a trade barrier aimed at 
reducing China's swelling 
trade surplus with the US. 


cleaned up “one by one". It 
was also a considerable soft- 
ening from the policy set out 
in an unpublished govern- 
ment document in August 
that suggested shutting 
down all foreign participa- 
tion in the telecoms services 
sector. 

Officials said that a pro- 
posed CDMA mobile venture 


EXPORT CREDIT GUARANTEES VENTURES IN EMERGING^COUNTRIES STILL GET BACKING 

ECGD expects a rise in claims 
from exporters hit by turmoil 


By Michael Peel in London 

The UK's Export Credits 
Guarantee Department 
expects a steep rise this year 
in the value of claims it will 
face from exporters operat- 
ing in emerging markets. 

But the government- 
funded ECGD has continued 
to back ventures in coun- 
tries affected by economic 
turmoil in the past IS 
months. China. Russia, the 
Philippines and Indonesia 
together accounted for 
almost a third of the £3.17bn 
l$5*3bM of new business the 
ECGD took on last year. 

Unveiling the depart- 
ment's annual report yester- 
day. Vivian Brown, chief 
executive, said he thought 
claims would rise from 
£l59m last year to about 
£300m this year. This would 
be because of debt reschedul- 
ing by Indonesia, Russia’s 
derision to delay loan pay- 
ments and the likelihood 
that Pakistan would try to 
reschedule debt early in 
1999. 

Mr Brown said it was 
“pretty difficult” to assess 
prospective lasses in states 


ECGD exposure 
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of the former Soviet Union, 
where the ECGD has expo- 
sure - or potential liabilities 
- plus outstanding claims of 
about £l-27bn. The depart- 
ment had taken on £250m of 
new business in the region 
in the last few years in the 
belief that it represented a 
diminishing commercial 
risk. 
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The ECGD has continued 
to support exporters operat- 
ing in China, which has been 
the second biggest market 
for new business in the last 
two years. The department 
has £3.62bn of exposure 
there - more than any other 
country - out of a total 
global risk of £23Jlbn. 

Mr Brown said China still 
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between Hutchison Telecom, 
a Hong Kong based com- 
pany. and Unicom, China's 
second state carrier, was 
unlikely to gain approval 
Proposed ventures by Metro- 
media. the US company, in 
two southern cities were also 
in jeopardy, the officials 
said. 

But It appeared that one of 
the more controversial deals 
- a Unicom venture with 
Sprint, the US telecoms 
giant, and Sumitomo, the 
Japanese group - would be 
allowed to continue func- 
tioning; although possibly in 
a modified form, officials 
said. . 

One official said that the 
Sprint venture with Unicom- 
to provide fixed line services 
in the' north eastern city of 


Tianjin was regarded as too 
generous to the foreign part- 
ners, who are set to derive 80 
per cent of earnings over a 
25-year period. "We may 
have to adjust the length of 
the project,” said one offi- 
cial. 

Foreign companies are for- 
bidden from taking a direct 
equity stake in Chinese tele- 
coms ventures, or from oper- 
ating services. They have, 
however, found an ingenious 
way to derive profits from 
telecoms services while cir- 
cumventing the legal ban. 
Known as the "Chinese, Chi- 
nese, foreign” format, it 
allows foreign partners to 
reap earnings through a 
complex web of management 
contracts, leasing agree- 
ments and consultancy fees. 


represented a reasonable 
risk, despite fears that it 
might devalue its currency. 
“The risk is getting greater 
but It’s still acceptable.” 

The department, which 
aims to operate on a break 
even basis, ran up a £514m 
trading deficit last year, 
compared with a £1.03bn sur- 
plus the previous year. The 
flail reflected in part an effort 
to bolster reserves to cover 
predicted Losses. 

The .ECGD has increased 
from £25lm to £753m the 
total losses it expects to sus- 
tain from all its present 
schemes. 

It said it had adopted a 
“prudent" approach by 
increasing its reserves, 
which have risen from 
£323. Sm five years ago to i 
£744.lm last year. 

Mr Brown said he was con- 
fident the ECGD had suffi- , 
dent reserves to meet claims 
In the years to come, 
although he admitted the 
payouts might represent a 
problem in terms of cash- 
flow. Any trading shortfall 
could be made up by a 
notional loan from the UK 
Treasury. 


Go-ahead for 
Cuba test of 
US product 


By Pascal Batcher In Havana 

A small US medical com- 
pany has been given 
permission by US and Cuban 
authorities to test a new 
product In Cuba, in what 
appears ' to be a 
ground-breaking step under 
the existing US . trade, 
embargo against the.jsland. ' 

Cuban health officials will' 
test a needle-free vaccine 
injector which has been 
developed by Genesis 
Medical Technologies, a 
company based in Denver, 
Colorado. 

The three-month trial 
involving 6,000 volunteer 
Cuban patients and using a 
Cuban anti-tetanus vaccine 
will start on Monday. 

It is believed to be the first 
case of its kind involving a 
US commercial company 
operating in Cuba since 
Washington imposed an 
embargo barring US trade 
and financial transactions 
with the communist-ruled 
island 36 years ago. 

Nine-injector- devices and 
2JJOO vaccine vials produced 
by Genesis for the trial have 
beetf'deliyered to Qjba wi^x 
a temporary expdri licence 
from .the USL. ’C ffigy nerce 
Department. 

The device uses a spring to 
drive a piston through a vial 
of vaccine, injecting a fine 
high-speed jet of medicine 
into the patient 

Existing US embargo 
regulations permit the 
licensed sale and donation of 
medicines to Cuba. 


President Bill Clinton 
announced in March that his 
administration would speed 
licensing procedures for 
making such exports to the 
Island. 

"The Genesis case is the 
most expansive 

Interpretation of tile law to 
date;” said John S. Kavulich, 
whose New .York-based 
US-Cuba Trade and 
Economic Council offers 
information to US companies 
about possible trade and 
business opportunities in 
Cuba. 

However. US critics of 
Washington's policy towards 
Cuba, such as Christopher 
Dodd, a leading Democratic 
senator, and Cardinal 
Bernard Lew, who recently 
visited the island, say the 
licensing regulations are still 
obstructive. 

They have made strong 
representations for an 
outright easing of the 
embargo to allow free sales 
of medicines and food. 

Genesis and Cuba’s Health 
Ministry have signed a 
non-binding letter of intent 
foreseeing possible sales to 
Cuhfrj&f the Genesis injector 
if tfie’hu&an trials prove 
successful 

The two sides have also 
discussed the possibility of 
manufacturing the product 
In Cuba. 

• However, such a move is 
not possible at the moment, 
under the existing US 
embargo legislation, without 
special presidential 
authority. 


1 NEW S DIGEST 

DISPUTE A T WTO : 

EU wants banana issue 
considered today 

U» European Unioh yaaerday. r aw*? teeffo rtato 
establish a Work! Trade OrganfeaBon deputes 
axamioe its banana Import regime, caffing for a speoal 
meeting of the organisation's disputes settlement body to 

consider the Issue today. . • ... 

The moves follow the suspense of a meeting of me 
disputes body on Tuesday, which broke up m confusion 
after the US said it coukj not agree to the tarwtton of a 
□anef under the Canos of reference proposed byBrussete. 
The EU has angered the US by demanding that the pane! 
be given a mandate to find that recent changes to its 
banana regime must be presumed to comply Wtb WTO 
rules, unless formafiy ctiaBanged by other WTO members. 

The US complains that the amended regime, whwn 
favours imports from former British and French colonies in 
Africa, the Caribbean and the Pacific, does not comply 
with a WTO ruling. Guy de JontpiMraa, London 
Editorial Comment; -Rage ^ - 

UNIFIED STANDARDS 

New accounting rule approved 

The prospect of a single set of accounting rotes for multi- 
national companies listing on the world's leading stock 
exchanges moved an historic step forward when the Inter- 
national Accounting Standards Committee voted to pass a 
new role covering all financial instruments. 

The vote completes the “core package" of standards 
which will now go to Iosco, the club of world securities 
regulators, to consider for endorsement If Iosco passes 
the package individual regulators, such as the US Securi- 
ties said Exchange Commission, wffl then be expected to 
seek enforcement The code could be in place by 2002. 

Iosco is under pressure from the G7 to complete its 
review quickly in the wake of the Asian financial crises, 
which have In part been blamed on poor financial report- 
ing. the financial instruments standard fcraworid first - 
blit the IASC Is also looking at accountfto for financial 
instruments at fair value. There has been considerable 
opposition to the new standard from banks. Jtm Ketfy 
Accountancy: Future of the IASC at www.FT.com 

FINANCIAL SERVICES LIBER ALISATION 

Few countries ratify deal 

Only 15 of the 70 countries that signed the World 7Vade 
Organisation's financial services liberalisation accord a 
year ago have ratified the deal, raising doubts as to 
whether It will go into force as planned on March 1 1999. 
The WTO's financial services committee decided yesterday 
to meet again on January 19 to consider whether to 
extend the January 29 deadline for ratifying the accord. 

The deal, cut at the height of the east Asian financial cri- 
sis, was seen by trade diplomats as a WTO triumph as 
countries agreed to open their banking. Insurance and 
securities sectors progressively to foreign competition, if 
not al countries have ratified by the deadBne, those coun- 
tries that have d one so must decide whether and when to 
bring the accord into effect Frances Wffiams, Geneva 


WTO DISCUSSION _ 

Praiseand^blamefoT Canada 

World Trade Oipahfeafion members yesterday praised 
Canada for moving forward on trade liberalisation and 
domestic deregulation but were strongly critical of certain 
aspects of the country's trade policy. . 

In particular, after two days of discussion, they 
expressed concern about Canada's reliance on the US 
market which takes more than 80 per cent of its exports, 
its complex system of trade preferences which could be 
trade-distorting, and continued protection in certain sec- 
tors including agriculture, textiles, vehicles and some ser- 
vices. Frances WINanu 
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Japanese pile on heat to be a partner 
in the Beijing-Shanghai rail project 


For the Tokyo government, which has been 
at great pains to woo China, a deal would 
have more than mere material significance 

K atsuji Doi, Japan’s vice- authorities. 

minister of transport is The rewards will be sub- 
inviting himself to Bei- stantiaL The project will pro- 
jing.this month. vide a critical entry into a 

In an unusually assertive vast market for products and 
move by Japanese standards, services, ranging from trains 
Mr Doi has suggested a and tracks to' electricity and 
meeting, in Beijing with his telecommunications infra- 
Chinese counterpart to kick- structure, bridges and safety 
start talks on how Japan can equipment as well as reser- 
belp China bond a 1,300km vations systems and 
high-speed rail system oper a tions managemen t - 
between its capital and But for the Japanese gov- 
ShanghaL eminent, which has taken 

Beijing has yet to respond unprecedented measures to 
to Mr Doi's overtures. But woo the Chinese, the project 
this is DO thne for modesty, has more than material gig. 
The heat is on in the battle nfffnarw 
to win partnership in the It will provide a perfect 
Beijing-Shanghai railway opportunity to develop fur- 
project ... ther goodwill in Japan's 

The project is expected to often troubled relationship 
cost about H2bn and cut the • with its neighbour, 
travailing time fttttri BeJjtag . Japanese transport offl- 
to Shanghai from 15 hours to ‘ dials take tremendous pride 
six. If began in the year 2000, in the high-speed Shinkem- 
as scheduled, the line , could sen “bullet train” and would 
be fi nished by 2010. . . . like to sse other countries 

On one, side of the battle adopt the system. “The Japa- 
line Is a 'Japanese censor- hese ShmJumsen is highly 
than comprising eight trad- reliable. Japan started aper- 
ing companies and more ating it 34 years ago and has 
than 40 manufacturers, fac- not had a single accident 
tag a European consortium involving human life," says 
centred on Alstom and Sie- Mr DoL 
meos - "That is a strong selUng 

The Japanese-European point." 
rivalry has been simmering Further, unlike European 
beneath the surface for at trains which run at high 
least the past three years as speed between two very dis- 
each side has used whatever tant points, the Shinkansen 
political and commercial is a system designed to allow 
means they have had at for many stops through 
their disposal to influence densely populated areas - 
the Chines e in their choice conditions that will need to 
of a partner. be met on the Beijing-Shang- 

With a decision by the Chi- hal route, 
nese expected as early as the It can also carry more 
end of next year,, neither than UXX) passengers at one 
«• 15 “taslng even the time, compared with 200300 
slightest opportunity to for European trains. But the 
improve their standing in Japanese acknowledge that 
the eyes of the Chinese the Europeans have signifi- 


cant advantages too,- not. 
least a bead-start to courting 

the nhinsipp 

Alstom, the Franco-British 
transport and engineering 
group, and Siemens of Ger- 
many have been working 
together on the project for 
about three years, and 
Intend to present a joint 
project for the planned Bei- 
jing-S hangfaai linit- 

What is more, the Chinese 
railway system has tradi- 
tionally been based on the 
European “push-pull" tech- 
nology whereby the locomo- 
tive at the head of the train 
polls the other carriages. 

Alstom claims to have 
been a supplier of rail loco- 
motives to China since 1858 
and maintains a consider- 
able presence in the country. 
It says It is the largest for-’ 
eign supplier of power gener- 
ating and railway equipment ■ 

to China. ... 

Alstom and Siemens have 
had a partnership since 1996 
to market .high-speed, rail 
systems together outside the 
European and North Ameri- - 
can markets, and this has 
already had success in East 
Asia, Alstom says. 

It has already been named 
“best applicant" for the pro- : 
posed rail system linking 
Taipei, the Taiwanese capi- 
tal, with Kaoshuing neatly 
350km .away. Alstom Is also 
supplying tndnsets for the 
high-speed line that will link 
Seoul with Pusan in South 
Korea. 

But both sides know that 
the battle will involve as 
much politics as technical 
merit 

"China uses its political 
cards ruthlessly,” says the 
trading company official. 
"You have to get full scores 
in all areas when spiling to 
China,’’ notes an official at a 
trading company which Is a 
member of the consortium. 
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An official In the Chinese 
railways: ministry says that 
■much of the train may have 
to be redesigned. 

This -is because existing 
high-speed trains are too 
small to deal with the vast 
population' pressures In 
China. : Beijing Is interested 
ta various new carriage 
designs, Including those 
with two passenger levels, 
he notes. 

China hopes that the car- 
riages, engines and rolling 
stock for the project will be 
manufactured by Stao-for- 
eign joint ventures in China. 

The official points out that 
the transfer of technology, 
more than concessionary 
landing by foreign govern- 
ments, would be the vital 
consideration in evaluating 
bids from foreign companies. 

Whether or not he makes 
It to Bering this month, Mr 
Doi will have to keep tavit.ij 
mg himself over. “The key*j 
wfll be human contact,” he 
says. Also.. “it will involve i 
the extent to which the Chi- 
nese understand the degree 
of technology transfer that 
will be made by Japan". 

Michiyo Nakamoto, 
David Owen 
and James Kvnae 
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Labour party unsettled as Netanyahu threatens poll 


Israel's opposition Labour 
pmty was yesterday heading 
off defections to a new cen- 
tre party after Benjamin 
Netanyahu, the prime minis- 
**£?* for ®“W elections 
if he failed to win broad par- 
liamentary support for his 
peace policies on Monday. 


Ebud Barak, Labour party 
chief, who has been slow to 
aa impact on public 
opinion since becoming 
leader 19 months ago, 
appealed to voters, promis- 
ing to support "education 
not settlements”. 

But party officials said 
they faced a haemorrhage of 
talent if Amnon Lipkin Sha- 


hak, former chief of staff of 
Israel's armed forces^ 
becomes leader of a new cen- 
tre party which has already 
attracted several leading 
political personalities. 

These include Dan Meri- 
tor, former finance minister 
in Mr' Netanyahu's coalition 
government, Roni Milo, the 
former Likud mayor of Tel 


Aviv, and Avraham Burg, 
head of the Jewish' Agency, 
which encourages and helps 
facilitate immig ration- of the 
Jewish diaspora into Israel. 

Yitzhak MordhcSai, 
defence minister, has still to 
decide if be will remain in 
Likud, which he joined just 
before the 1996 elections. 

The centre . party, -first 


mooted in early 1997 by 
Michael Ritas, a moderate 
member of Mr Netanyahu's 
Likud party, aims to 
becomes a new political 
movement In Israel capable 
of fanning a secular centre- 
left government without 
depending on the support of 
the nationalist or ultra- 
Orthodos religious parties 


which dominate Mr Netan- 
yahu's coalition. 

Furthermore, it wants to 
establish a broad consensus 
across the left and right 
wings for continuing the 
pence process with the Pales- 
tinians and for negotiating a 
final settlement that will 
focus on ttie future of Jeru- 
salem, Jewish settlements 


and Israel's borders. 

The prospect or a centre 
party emerging to challenge 
Labour as much as to woo 
Likud voters may persuade 
the nationalist and religious 
parties to support Mr Netan- 
yahu on Monday and pro- 
vide him with the narrowest 
or margins to survive a no- 
confidence vote. 


Mr Netanyahu yesterday 
was lobbying the coalition 
parties as well as weighing 
up the option of reaching 
agreement with Mr Barak to 
set a date for new elections. 

Both Labour and Likud 
officials feel Mr Netanyahu 
could on Monday still pull a 
rabbit out of the hat m order 
to remain in power. 


Israeli line on Palestinian prisoners put in doubt 

Du Aul ■*- ■ - 


By Avi Machlis in Jerusalem 

Claims by Benjamin 
Netanyahu, Israel's prime 
minister, that he cannot 
release Palestinian prisoners 
since most have "blood on 
their hands" have been 
thrown into question by a 
former Israeli negotiator and 
Israeli security agencies. 

In recent weeks, the 
Issue has been pushed to the 
top of the agenda after Israel 
released mostly common 
criminals among 250 
Palestinians freed. This 
sparked off violent protests 
among Palestinians demand- 
ing the release of political 
prisoners. Israel, which 
agreed to let out 750 in the 
Wye River memorandum 
signed in October, says 
the accord does not 
specify what kind of 


prisoners must be released. 

Israeli officials point out 
toat the 1935 Oslo interim 
accords signed between the 
previous Labour-led govern- 
ment and the Palestinians, 
disqualify prisoners with 
“bloodied hands" - who 
killed or seriously wounded 
Israelis or Palestinians - 
from eligibility for release. 

The Wye accords to not 
supersede Oslo. But Mr 
Netanyahu has added a new . 
condition: no members of 
Hamas or Islamic Jihad, 
movements that oppose the 
peace process and have 
killed scores of Israeli civil- 
ians in suicide bombings, 
will be released. 

“We cannot release those 
who have committed them- 
selves to a war of terror on 
us, even if they were hot 
involved in violent activity," 


OECD warns 
of threat 
to growth 


By Robert Chafe, 

Economics Editor 

A fresh fall in world stock 
markets could make a signif- 
icant dent in the growth of 
industrialised economies 
over the next two years, 
according to the Organisa- 
tion for Economic Coopera- 
tion and Development 

Michael Fetder. acting 
head of the Paris-based offi- 
cial think-tank's economic 
policy studies department 
said yesterday that the 
OECD was “a little uncom- 
fortable" about the level of 
US share prices and a little 
less concerned about stock 
markets elsewhere: 

"Our analysis is that In 
the United States, and per- 
haps Canada, [stock market) 
levels are hard to justify and 
they run the risk of a correc- 
tion”, he added, speaking at 
the launch of the OECD’s bi- 
annual Economic Outlook. 

A simultaneous 20 per cent 
inflation-adjusted fall in 
stock markets would cut 
national output by an aver- 
age of 0.7 per cent after two 
years in the 29 industrial 
countries belonging to the 
OECD, the economic outlook 
suggested. The effects would 
vary from 1 per cent in the 
US to 0.4 per cart in France 
and Italy. 

The OECD noted that the 
equity market peaks reached 
in mid-July followed gains 
going back to the mid-1980s 
interrupted by only 
short-term setbacks. 

“While there were sound 
reasons to believe that these 
longer-term trends in vari- 
ous markets represented a 
response to improved funda- 
mentals. for example, the 
drop in inflation, by the late 
1990s many of these markets 
appeared to have reached 
levels that were difficult 
to rationalise," the report 
said. 

As stock markets recov- 
ered from their early 
autumn correction, the 
OECD warned last month 
that a fresh decline was pos- 
sible. “Our comments on 
over-valuation are even 


stranger now," said Mr Fen- 
ier. 

The possible blow, to 
growth is significant in the 
light of the OECD's forecast 
that industrialised econo- 
mies will grow by only L7 
per cent next year, down 
from 2.2 per cent in 1998. 
Growth is expected to pick 
up to per cent in 2000. 

Share price falls ' would 
depress both consumer 
spending and business 
investment, with each cate- 
gory contributing roughly 
equally to the overall decel- 
eration in growth. 

in addition to stock , mat 
kets, the economic Outlook 
discussed the challenges for 
monetary and fiscal policies 
In' the euro-zone following 
the creation of the European 
single currency next month. 

The OECD urged -Europe- 
wide political bodies not to 
become channels for unrea 
sonable demands on the 
European Central Bank to 
loosen monetary policy. 

"In this regard, national 
governments, along with 
national central banks, could 
play a useful role by com- 
municating to their respec- 
tive publics both the poten- 
tial and the - limits of 
monetary policy," the out- 
look said. 

The large number of 
national central bank gover- 
nors oh the EGB’s governing 
council also posed potential 
problems for monetary pol : 
icy. carrying “the risk of 
undue weight being. placed 
on regional qondftioDS" - 

In common with other 
think-tanks, the OECD 
argued that the research and 
analytical capabilities of the 
ECB should be strengthened 
At present it has. far fewer 
research staff than many 
national central banks. 

The OECD also argued 
that the it.wouM.bave been 
better for the BCD' to have 
prepared and published 
euro-zone monetary aggre- 
gates .before the launch of 
the euro and the use of, those 
aggregates as a policy target, 
rather than waiting until the 
euro was up' and ru nning . 


1998 is hottest 
year on record 


By Vaness a HouMar- 

The earth's temperature tn 
1998 is expected to be foe 
highest on reoord by a wide 
margin, UK scientists said 

yesterday. ' , 

This continue® a ,? r ? d H“ 
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10 wannest years <* ***"*- 
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few years. El NSfto has been 
replaced by cooler La Nifia 
conditions, whit* is likely to 
mean lower temperatures 
nett year. 

The records,; which go. 
back to 186a show that there 
has been: a gradual 
trend over the last 100 

proxy climax indicators 
guch as Ice cores, tree rings 

and documentary evidence^ 

suggest that 'the 20th cen* 
turf has been at least as 
.warm as any other century 
since 1400 AD. 

Debits the possftdUty that 

the warming trend codld.be 
explained by the climate’s 
natural variability, the sci- 
entific, consensus is that it 
has BBea Influenced by eratey 
slops 0 ? greenhouse gases, 
such as carbon dioxide.- : 


said. David Bar- HI an, the 
prims minister's adviser. 

Mr Bar-IUan said he is not 
sure how many prisoners are 
members of Hamas or Fatah, 
the political movement of 
Y as sir Arafat, Palestinian 
Authority president. It is 
Fatah that has been leading 
the protests: 

Yet his assertion that 
"almost no prisoners are 
left" to be freed under foe 
government’s criteria bas 
astonished critics such as 
Mosbe ShachaL 

As Israel’s police minister 
In the previous government, 
Mr Sbacbal negotiated the 
prisoner, annex of the 1995 
interim deals. He personally 
reviewed files of 3,000 Pales- 
tinian prisoners jailed in 
Israel at the time. 

“I have never seen a gov- 
ernment handle such a hot 


issue with such ineptitude," 
said Mr Sbacbal, a lawyer 
who has since left politics. 
“The prime minister has not 
done his homework. I don't 
even think be has seen the 
prisoners' files. If he wants, 
he has plenty of room to 
manoeuvre." 

. In a letter to Mr Netan- 
yahu last week, Mr Shachal 
accused the government of 
“not bothering to read" foe 
interim accords before mak- 
ing public statements that 
no one can be released. 

In addition, government 
estimates of basic facts such 
as the number of Palestinian 
prisoners do not tally with 
data provided by its own 
military and police. The 
army and prisons authority 
say about 1,800 Palestinian 
“security prisoners" - 
Israel's term for political 


prisoners and security 
offenders - remain behind 
bars. 

Mr Bar-IUan said the num- 
ber is “well below 2,000” and 
"closer to 1,000". Palestinian 
prisoner groups say the total 
reaches about 2,400. 

Palestinian groups agree 
with Mr Shachal, that about 
400 prisoners have "bloodied 
bands". Mr Shachal says 
another 350 were involved in 
serious violent acts. This 
means some 1,150 - accord- 
ing to Israeli defence esti- 
mates - were involved in far 
lesser violations. 

Indeed, the Israeli army 
said yesterday that only 
seven Palestinians of 684 in 
military jails were convicted 
of manslaughter-related 
charges. The rest Call into 27 
categories, including "stone 
throwing", "distributing leaf- 


lets", “partieipatiiig in dem- 
onstrations" and even “boy- 
cotting Israeli goods." 

The previous Labour-led 
government bargained bard 
with the Palestinians, but 
ultimately realised that 
releasing political prisoners 
was a key to securing Pales- 
tinian goodwill. It freed 
more than 11,000 Palestin- 
ians from the start of foe 
Oslo process in September 
1993, until Mr Netanyahu's 
election in May 1996. 

Even if Mr Netanyahu 
insists on keeping Hamas 
supporters locked up, Pales- 
tinian prisoner groups say 45 
per cent of the prisoners 
belong to Mr Arafat's Fatah 
movement. If Mr Netanyahu 
was committed to peace, say 
critics, he could find 500 
political prisoners wbo meet 
his government's criteria. 



A PaiestiniBn throws stones at Israeli forces war Bethlehem this 
month. Hundreds at youths have been jabed tor stone- throwing 
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ina puts dissidents on trial 










I . China’s most 
t dissidents w ere 
ini yesterday for 
P an opposition 

iUenging Comnra- 

nile, AP reports 
5 *<«l Supporters 
sy protests outside 

* of a finny of 
and viable police 
200 people gath- 
iport "Wang Yoocai 
hou. In Wuhan, 
te up a huddle of 
aen supporters of 
gain and later 
vo of them. 


Both men pleaded not 
guilty and mounted their 
own defences after authori- 
ties prevented lawyers from 
defending them. The trials 
lasted about 2V* hours, and 
court officials said verdicts 
would be given later. 

Mr Wang, a former student 
leader of 1389 pro-democracy 
protests, and Mr Qin, a 
democracy campaigner for 
20 years, could be sentenced 
to life in prison, if convicted 
fa th e government’s most 
aggressive crackdown on dis- 
sent in two years. 

Since Mr Wang annmmw^ 


the China Democracy party’s 
formation in June, dissidents 
in 14 provinces' and cities 
have tried to meet legal 
requirements to register the 
group. But authorities have 
rebuffed them. 

■ Prosecutors accused both 
men of being leading figures 
in the opposition party and 
of working with exiled dissi- 
dents to organise the group, 
family members said. 

Judges and prosecutors 
treated the defendants 
abruptly. In Hangzhou, a 
judge cut off Mr Wang's 
defence statement after 30 



minutes, calling it irrelevant 
to tbe indictment, said his 
wife. Hu 'Jiangxia. who 
emerged pale and shaken 
after the session. 

Mr Qin too was inter- 
rupted seven times by judges 
and prosecutors, although be 
was ultimately allowed to 
finish his statement, said his 
brother Qin Xiaoguang. 

The shows of support 
came despite police sweeps 
before thE trial that led to 
arrests of at least five people 
in Wuhan and a dozen:' 
including Mr Wang's brother A Hong Kong protestor flanked by two poikwnen cantos a portrait 
and sister, in Hangzhou. J oT Chtnese dtesident Wwi Yoocai who was put on trial yesterday AP 


Jakarta police 
battle students 


DP shrugs off unpopularity to extend its grip on power 


i iiyo Nakamoto 
Japan’s main 
looks poised 
famp liberals' 
al aspirations 

m.’s ruling Liberal 
oocratic party is gain- 
a reputation for 
idestructible. No mat- 
’ often the public tries 
back its stranglehold 
ner, it keeps coming 

jcently as this sum- 
mers had sent an 
Iguous message that 
are unhappy with the 
conomic measures by 
ng the party a crush- 
feat in upper house 
is. 

as the Y9,300bn 
I v*ouwv tax cuts unveiled on 
Wednesday underline, the 
party is very much h ack in 
control, delivering classic 
LDP remedies for the coun- 
try's struggling economy. 

What is more, it is not just 
the LDP that has regained 
its traditional place in the 
Japanese polity. The finance 
ministry, which many 
believe shares responsibility 
with the LDP for the eco- 
nomic crisis, is again dictat- 
ing fiscal policy. The supple- 
mentary budget wbich 
passed tbe emergency Diet 
session last week, for exam- 
ple, was put together very 
much under the guidance of 
the bureaucrats. ' • says 
Minoru Morita, a political 
analyst. 

“Officials in the finance 
ministry are rejoicing that, 
in drawing up the supple- 
mentary budget, they have 


been able to take the initia- 
tive for tbe first timn in a 
long t hne .* 1 Mr Morita notes. 

The Japanese public may 
be forgiven for being more 
than a little puzzled by tbe 
turn of events. Now. as the 
LDP prepares to enter a 


his demand for larger tax 
cuts of Yl0,000bn by increas- 
ing tbe level of cats from an 


mised on substance," Mr 
Morita says. 

Given fierce resistance 


initially planned Y7,000bn to ..within tbe LDP to many of 
Y9.3Q0bn. The party also the Liberals’ plans, the 
agreed to consider using the. ^chances are that, as in tbe 


consumption tax to fund 
welfare programmes as wen 


coalition with the Liberal us reducing the number of 
party, a group with much cabinet posts. 


more radical Ideas on how to 
revive the economy, the 
chances are that Japan's 
most resilient political party 
will completely dominate the 
partnership. 

The proposed coalitkm had 
initially promised to deliver 
bolder steps in revitalising 
the economy than the LDP 
could imagine. For one 
thing. Ichiro Ozawa, the Lib- 
erals’ pugnacious leader, is 
renowned for his can to 
reform Japan radically. 

The Liberal party has pro- 
posed temporary abolition of 
the 5 per cent consumption 
tax and a sharp increase in 
the government’s share of 
pension contributions. It is 
also demanding that reve- 
nues from the consumption 
tax be used strictly for social 
welfare purposes - a mea- 
sure that would help allay 
the public’s fears about ris- 
ing social welfare costs. 

Mr Ozawa also wants large 
tax cuts, a sharp reduction 
in cabinet posts and in the 
number of legislators. Signif- 
icantly, he has proposed that 1 
the Japanese self-defence 
forces be allowed to take 
part in United ' Nations 
peacekeeping efforts, a step 
that . is prohibited under 
Japan’s pacifist constitution. 

So far, tbe LDP has paid 
only token regard to Mr Oza- 
wa’s demands. It bowed to 



. NEWS DIGEST 


VAJPAYEE STATEME NT 

US sees hopes for Indian 
nuclear testing ban 

The US said yesterday it saw a paHtanentary speech by 
India's prime minister as evidence he was trying to build 
public support for a ban on nuclear testing. 

But US officials raid "significant differences" remained 
between Washington and New Delhi that needed to be 
explored. A statement by the leader, Atal Behari V^payee, 
on Tuesday that India would "maintain the deployment of 
a deterrent which Is both minimum end credWe*. could 
imply commitment to deploy nuclear weapons. 

Mr Vajpayee said on Tuesday that India, which con- 
ducted nuclear tests in May, was stfll ready to work for the 
successful conclusion of a global nuclear test ban treaty 
by September 1999. 

India and Its arch-rival, Pakistan, which answered New 
Delhi with nuclear teste of Its awn, are Included in a list of 
44 threshold states whose ratification -Is necessary fbrlhe 
treaty banning underground nuclear explosions to enter 
into forctf- Reuters, Washington 

REVIEW OF ECONOMY 

Australia raises its sights 

The Australian government yesterday revefled in the nor- 
mafiy sober mid-year review, rerising op its forecast for 
1998-99 economic growth only three months after pess- 
rasm over the Asian crisis forced a downgrading. 

But the upbeat budget review trumpeted by the trea- 
surer. Peter Costello, also contained a note of caubpn that 
the country's trade bW might Impede a further ^axattoo in 
monetary policy. "Australia’s current accouptdeficrt wiPa 
comparatively high in the forthcoming year, fie said, with 
aforacast defieftof A$32bn (US$20bn)or £L5 per cent of 
gross domestic product Reuters, Canberra- 

HONG KONG 'vH^l 

Unemployment at record 5.5% 

Mono Kona’s unemployment rate continued to rise test. 

freezing 


Smb as hiah as r'or S psr.syit.p b^are d. 
[aval -enjoyed for the past decade. 

Louise Lucas, Hon0 Koo 9 


INDUSTRIAL COMP LE X 


North Korea in Hyundai deal 

Sou* K-S : 

N° rth K0 2l£ SSSVndsrs founder said 

news conference after - 
yesterday. Chunfl^/w^ visit to the North thatltw com- 
retuming fro" 1 ^^JTS squflre km near the western 


But it has made no clear 
commitment to Mr Ozawa's 
agenda. It has dangled the 
promise of cabinet posts 
before the Liberal party 
without paying much of the 
price for its co-operation. 
“They have not compro- 


past. the LDP will whittle 
down its ' partner’s pro- 
gramme significantly. 

For one thing, while the 
LDP needs the liberals to 
help it pass legislation 
through the upper house, 
the Liberals need tbe LDP 
for their very survival. With 
just 47 members of parlia- 
ment - fewer than the Com- 
munists' 49 - the Libera] 


party faces the prospect 
of extinction at the 
next national elections. 

Part of the agreement 
between the two parties was 
to cooperate in tile elections 
and give priority to the 
Incumbent member. Most 
analysts* expect the Liberal 
party tvpntnany to be con- 
sumed by the LDP. 


ais since they would lead to 
higher spending. 

Given such solidarity 
between key LDP figures 
and tbe finance ministry, tbe 
Liberals face a stiff fight. 

It is the economy that is 
most likely to dictate events. 
If it fails to recover nest 
year, then? is a chance that 
the LDP will listen more 


Furthermore, core mem- .attentively to its coalition 


bers of the LDP's tax -council 
and policy formation com- 
mittee are dependent on the 
newly confident finance min- 
istry, which is dead set 
n gains t many Libera] propos- 


partner, says Mr Morita. "If 
the economic situation 
becomes bad enough to 
threaten their survival tbe 
LDP will have to reconsider 
their proposals.” 


Riut squads fired shots and 
tear gas when thousands of 
student demonstrators 
demanding democratic 
reform tried to storm parlia- 
ment yesterday. AP reports 
from Jakarta. 

Many of the more than 
•I.Ujo protesters threw rocks, 
bottles and petrol bombs at 
police anti troops, who beat 
them back with dubs. 

Some heavily bleeding stu- 
dents were carried to safety 
bj friends through clouds of 
tear gas. Paramedics applied 
first aid nn the street. Stu- 
dents fouqhl back with 
sticks and some soldiers 
hurled rocks at protesters. 

At least llf> injured stu- 
dents were treated at four 
hospitals. Tbe head of Jak- 
arta's navy hospital. Dr 
Sufedjo, said some had been 
wounded by plastic bullets. 

The military said 14 secu- 
rity personnel were injured, 
four of them seriously. One 
had been stabbed. 

It was the worst violence 
since November 13, when 14 
people died after troops fired 
on students trying to march 
on parliament. The military 
has said that troops and 
police have been issued only 
with plastic or blank ammu- 
nition. 
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“A growth engine is built into SKW’s 

cheMcals division 

: •• "Mr': . 

1 ' ”?£tfrtjTERVIEW WITH DIETER POECH, MEMBER OF THE BOAttO OF MANAGING DIRECTORS 


Mr. Pooch, is there scope for further growth of SKWs Construction Chemicals Division! There is indeed. Following the acqui-merger and 
successful intention of Masters Builders Technologies (MBT), rising earnings will determine our growth in this division. Quality organic 
growth has first priority, hut we are also examining promising acquisition possibilities. 

With sales of DM L5 faflGop iri 1997, SKW’s Construction Chemicals surged into a new dimension as world market leader. What are your 
goals now? Having restructured our operating activities - focused on the world's most important regions - we have strengthened our 
position in aO growth markets. We are now positioned to profit from market developments on a global scale. The chances for growth 

vary, of course, from region to region, but the overall potential for new opportunities is quite good. 
On sales growth of about 5%. we aim to achieve earnings growth of some 10%. 

How important are the differences in regional markets? Construction chemicals is a growth seg- 
ment that is not easy to compare with other industries. We are growing in mature markets such 
as Germany where demand for renovation and modernization is on the rise. Only about 40% of 
our products are used for new construction whereas 60% are for repairs and renovation of existing 
buildings which requires double to triple the volume of construction chemical materials. In the USA, 
we are further expanding in a continuing favorable investment climate. And we are in markets such 
5 as southern Europe and Latin America where there is strong demand for infrastructure improve- 
ment Here, the increasing need for cement is the best indicator, and demand for our products is 
rising significantly. 
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Has your business been adversely affected by the Asian crisis? At SKW, one cannot even speak of a 
crisis in construction chemicals. China, for example, is our strongest growth market where a giant 
leap in our current sales volume is possible. In Korea, we have increased our sales, and l am quite 
confident about expanding markets such as Singapure. Malaysia and Indonesia. Our business is 
developing well in Australia. Despite the current slowdown in Japan, in addition to our strong position in infrastructure development we 
are optimistic about our future growth in repair and renovation, a clearly underdeveloped segment. 

Does aU this mean that global business is your formula for future growth? This is the growth engine of SKW's construction chemicals activi- 
ties. Presence in all key markets and our broad range or products enable us to grow even in slowdowns in the construction industry. Each 
market has its own requirements which we can meet rapidly and flexibly thanks to our customer-oriented structure. We will both strengthen 
our R&D and integrate tile advanced group-wide knowhow to create new and better products for individual markets. Greater internal 
technology transfer will enable us to boost sales considerably. 

How do you see the foture ofSKWs construction chemicals business? 1 see the future of construction chemicals in chemicals. Through 
constant innovation new chemical configurations based on new raw materials and intelligent additives arise which substantially enhance 
product quality and facilitate tbe creation of new products. This applies as wefl of course to SKW’s other two divisions. Nature Producis 
and Chemicals, to help us attain our group sales target of some DM 10 billion in the next five years. 


Hours before yesterday’s 
street battle. President BJ. 
Habibie warned that his 
country might break up if 
anti -government protests 
escalated. "If the protests are 
not controlled it can lead to 
the disintegration of the 
nation.’’ Mr Habibie said at a 
graduation ceremony of new 
army officers. 

For weeks, students have 
taken to tbe streets demand- 
ing that Mr Habibie force the 
military- out of politics and 
put his autocratic predeces- 
sor. former President 
Suharto, on trio] for corrup- 
tion. 

Mr Habibie bas promised 
to open up the tightly con- 
trolled political system and 
to hold elections next year. 
But the students are not sat- 
isfied with the pace and 
scope of his reforms. 

Religious groups have 
called on the students to end 
their protest campaign dur- 
ing the Islamic holy month 
of Ramadan, which starts on 
Sunday. 

Mr Habibie, who has prom- 
ised democratic reform after 
decades of authoritarian 
rule, said that freedom of 
expression that allows pro- 
tests was now guaranteed 
under Indonesian law. 
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BRITAIN 


NORTHERN IRELAND ANTI-REPUBLICAN GROUP ADMITS RESPONSIBILITY FOR FIRST BLAST SINCE AUGUST REPUBLICAN AT TACK ON OMAGH . 


Bomb ‘was meant to 
kill senior IRA man’ 


By John Murray Brown 
in Dobfin 


A bomb Unit blew up in a 
Northern Ireland bar on 
Wednesday night was an 
attempt to assassinate a 
leading member of the Irish 
Republican Army, the anti- 
republican Orange Volun- 
teers said yesterday in a 
statement admitting respon- 
sibility. 

It was the first bomb 
attack iu Northern Ireland 
since republican dissidents 
blew up the centre of Omagh 
in August, killing 29 people. 
No une was hurt by the 
explosion un Wednesday in 
Crumlin. 25km west of Bel- 
fast. the region's chief city. 

Tlie attack was the latest 
evidence of splintering in 
an £i -republican “loyalist- 
ranks in the wake of the 
April peace agreement. 
Republicans and pro-British 
unionists yesterday contin- 
ued efforts to agree new gov- 


ernmental structures for the 
region. 

The Orange Volunteers 
last month threatened a 
campaign of violence and 
warned of attacks against 
republicans, released early 
from prison under the peace 
agreement. They said then: 

“We are prepared to defend 

our people, and if it comes to 
the crunch we will assassi- 
nate the enemies of Ulster. 
Ordinary Catholics have 
nothing to fear from us. But 
the true enemies will be tar- 
geted, and that's a lot wider 
than just Shim Fein and the 
IRA." 

Sinn Fein is the political 
wing uf the IRA. 

There was speculation yes- 
terday that the Crumlin 
bomb might be linked to the 
dispute between members of 
the Orange Order and 
nationalist residents over a 
march from the Drumcree 
church in the town of Porta- 

down. A parade in July was 


prevented by security forces 
from entering the nearby 
nationalist Garvaghy Road 
since when Orangemen have 
staged a token protest at the 
church. However, this week- 
end, the local Orange lodge 
is threatening to march 
down the road with as many 
as 10.000 supporters. 

The order and the volun- 
teers take their name from 
the Protestant Prince Wil- 
liam of Orange who deposed 
the Roman Catholic King 
James n of Britain at the 
Battle of the Boyne in 
Ireland in 1682. The prince 
became King William QL 

The UK government on 
Wednesday organised "prox- 
imity- talks between Orange 
officials and natio nalists, but 
without results. It hopes to 
renew the talks successfully. 

This comes amid the first 
steps to set up the British- 
Irtsh council with Mo Mow- 
lam. chief Northern Ireland 
minister in the UK govem- 



Darmy McNamee u d o ta atliiy outside a London court ]mMV after wfmfeg an appeal against 
conviction far conspiracy to causa ex p l os i on s. Three appeal judges rated that Ms conviction - for 
befog behind the bomb which Med four ao td tera in Hyde Park n 1982 - was unsafe, but S (fid "not at 
di foTW that he was innocent His 1987 convicGon had been made unsafe by forensic evidence 
offered In his appeal. He has saved 11 years of a 25-year sentence and has always darted bang 
involved with the Irish RepUbfican Army Press Association 


meat, meeting on Wednes- 
day with her Scottish and 
Welsh counterparts. The 
council Is one of the main 
elements of the' peace agree- 
ment, and would be made up 


of representatives of the par- 
liaments of the UK and 
Republic of Ireland, the 
planned Welsh and Scottish 
parliaments and representa- 
tives of local assemblies in 


FAIRNESS AT WORK WORKPLACE REPRESENTATION REFORMS ISSUED 


Employers hail draft union law 


By Deborah Hargreaves 
In London 


The government yesterday 
took steps to blunt some of 
the curbs un trade unions 
introduced by the previous 
Conservative government 
with the publication of new 
rules ou workers' rights. 

A policy paper called Fair- 
ness at Work issued iu May 
set out rules for workplace 
recognition of unions and 
unfair dismissals procedures 
and a bill of legislation will 
be presented to parliament 
early next year. 

Peter Mandelson, chief 
industry minister, said the 
legislation published yester- 
day would “do much to pro- 
mote the partnership 
approach which is one essen- 


tial element in improving 
our competitiveness". 

John Monks, general sec- 
retary of the Trades Union 
Congress, representing most 
unions, said the law "would 
tilt the balance towards 
greater fairness in the work- 
place for the first time in a 
generation". But he was con- 
cerned the government had 
watered down some of its 
initial proposals after lobby- 
ing from employers. 

“We have worked hard to 
make the legislation as 
workable as possible and 
believe we have made con- 
siderable progress," said 
Adair Turner, director gen- 
eral of the Confederation of 
British Industry, Britain’s 
largest employer’s lobby. 

The government had previ- 


ously proposed allowing 
unions to be recognised by a 
company If they could show 
they had 50 per cent plus 
one members of an a g r ee d 
workplace unit The paper 
published yesterday makes 
this a more complex process 
which should make it more 
difficult for unions to gain 
recognition. Unions that can 
demonstrate they have mem- 
bership of 50 per emit plus 
one in a particular work- 
place will not be able to gain 
automatic recognition with- 
out a ballot of their members 
in the workplace. 

The paper raises the limit 
on compensation for unfair 
dismissal from £12,000 
($19,900} to £50,000 - a vic- 
tory for employers who 
argued a gains t removing the 


cap as was initially pro- 
posed. It also makes it 
harder for employees in non- 
union workplaces to get a 
union to represent them in 
grievance procedures. 

The bill will extend protec- 
tion from dismissal to 
employees engaged in lawful 
industrial action. But 
employers will be able to dis- 
miss workers after a dispute 
has lasted eight weeks if 
they can show they have 
taken all steps to end the 
dispute. The eight- week limit 
was not In the May paper. 

It safeguards the right of 
employees to negotiate indi- 
vidual contracts with 
employers, but protects 
employees horn being forced 
into an separate agreement 
when a collective one exists. 


Watchdog unit 
offers safeguard 
on enforcement 


By Jane Martinson, ' 
In w h n ent Corre sp ondent 


Thatcher’s tough legacy survives 


By Deborah Ha r gre ave s 


The puwer or trade unions 
has been in decline since the 
“Winter of Discontent" in 
1978-79. when Britain was 
brought to a standstill by 
strikes over pay. 

Truck drivers stopped 
work, rumours circulated or 
shortages or food, first of 
bread, then salt. Some 1.5m 
public sector workers 
stopped work. 

Rubbish piled high in the 
stn-eLs. Rats proliferated. In 
Liverpool and Manchester 
gravediggers briefly refused 
to bury the dead. About 12m 
working days were lost 
before the whiter was over. 

The disruption helped 
Margaret 1 luilchcr’s Conser- 
ve! he imiI.v oust (be Labour 
gm eminent in 1979, armed 
with a luiuidale fur legisla- 
tion to wipe out the "British 


disease”, of repeated strikes. 

Labour relations in Britain 
have always been adversar- 
ial. with little effort at the 
partnership between employ- 
ers and unions that exists 
elsewhere in Europe. Mrs 
Thatcher was determined to 
crack down on union power. 

Shortly after coming to 
office she introduced rules 
restricting workplace pickets 
by striking union members. 
She pursued legislation to 
abolish "closed shop" agree- 
ments that made union 
membership mandatory in 
many companies in the 
1970s. 

The watershed was the 
1984 miners' strike over job 
cuts. This pitched Arthur 
Scargill. a radical, left wing 
trade union leader, against 
Ion MacGregor, a tough Scot- 
tish-Amcrican industrialist 
who was head of the state- 


owned National Coal Board 
• and had Mrs Thatcher’s sup- 
port. 

A previous miners’ strike, 
in 1973, contributed to the 
defeat of Edward Heath's 
Conservative government in 
the 1974 election. But Mrs 
Thatcher, who ousted Mr 
Heath from the party leader- 
ship in 1975, was determined 
not to be beaten. 

The demonstrations dur- 
ing the 1984 strike gave rise 
to some of the most violent 
scenes witnessed In modern 
Britain. But although the 
strike lasted 51 weeks, the 
miners gainp«l no thing — not 
even a pay rise. 

Mrs Thatcher’s third elec- 
tion victory in 1987 saw her 
pledge an extension of rules 
enforcing postal ballots for 
industrial action and further 
restrictions on the closed 
shop. Businessmen moved to 


defeat union power, notably 
at national newspapers, 
where press barons broke 
the stranglehold of the print 
unions. 

By the time Tony Blair 
brought a Labour govern- 
ment to victory last year, 
membership of the nnion 
movement had declined by a 
third and union powers had 
been eroded significantly. 
Closed shops were rare and 
the unions themselves dis- 
couraged workers from form- 
ing pickets of workplaces 
not involved in a strike. 

Labour politicians sensed 
these reforms were popular 
and dkl not pledge to remove 
the successive Employment 
Acts from the statute books. 

Labour has itself distanced 
its decisions from the unions 
that founded the party, by 
restricting their influence in 
Us policy-making machine. 


The Financial Services 
Authority - the unified regu- 
lator for the City of London 
- moved to calm widespread 
fears about its unfettered 
powers yesterday with pro- 
posals on discipline that 
Include plans for an "impar- 
tial" enforcement committee. 

City firms, lawyers and 
MPs have argued that legis- 
lative proposals giving the 
FSA unprecedented regula- 
tory powers could contra- 
vene the European Conven- 
tion on Human Rights. If 
approved, the FSA will be 
able to investigate firms or 
individuals, impose unlim- 
ited fines or withdraw 
authorisation. 

Yesterday's consultation 
paper offered three main 
proposals to meet concerns 
regarding discipline! As well 
as providing recourse to the 
enforcement committee, 
those disagreeing with the 
FSA's decision can make 
oral representations to the 
committee and see FSA evi- 
dence. 

These proposals were 
greeted with some enthusi- 
asm by City lawyers yester- 
day. However, several 
warned of important un- 
resolved issues that still con- 
travene the convention such 
as the use of evidence 
obtained under compulsion 
In civil cases that could 
carry unlimited fines. The 
FSA said yesterday it would 
not use such evidence in 
criminal cases. 

Tim Herrington, a partner 
at law firm Cfifford Chance 
and a member of the Law 


Society's company law com- 
mittee, welcomed "the fact 
that the FSA has obviously 
been listening to some of our 
concerns". 

He said the proposals 
should be included in legisla- 
tion. . -This is so fundamen- 
tally important it shouldn’t 
be left to the FSA [to operate 
the system !." be said. 

But Phillip Thorpe, head 
iff e nfo rcement and authoris- 
ation at the FSA. said: “The 
structure that we are propos- 
ing will meet concerns about 
natural justice and tbe Euro- 
pean Convention on Human 
Rights." The debate win con- 
tinue during scrutiny of tbe 
bin next year. 

Undo* yester d ay’s propos- 
als. the FSA board would 
appoint members of the pro- 
posed enforcement commit- 
tee from practitioners and 


would also appoint a Tull- 
time, outside professional to 
chair tbe committee. 

The FSA hopes Its plans 
for the committee win head 
off complaints that its pow- 
ers combine that of investi- 
gator, prosecutor, judge and 
jury. 

Finns or individ uals being 
investigated by the FSA 
would be able to refer their 
cases to the enforcement 
committee. They would then 
be able to appeal to tbe inde- 
pendent statutory Financial 
Services and Markets Appeal- 
Tribunal outlined in draft 
legislation. 

Howard Davies, chairman 
of the FSA, said he wanted 
the FSA approach to be 
“(air, not too costly and able 
to respond to mischief effec- 
tively and efficiently". 
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The UK should not go ahead 
with its proposed ban on the 
use or white asbestos, the 
Canadian government has 
said in a submission to the 
UK Health and Safety execu- 
tive on its proposed prohibi- 
tion regulations. Workers, 
public health and tbe envi- 
ronment are not endangered 
under current controlled 
conditions when the sub- 
stance is correctly installed 
and managed, the Canadian 
government says. - 

The submission argues 
that "no scientifically credi- 
ble comparative risk assess- 
ment can be made at the 
present time" over the dan- 
gers of white asbestos. It 
warns that the banning 1 -Of 
asbestos will force replace- 
ment of one substance that 
is "stringently regulated and 
controlled" by many other 
substances "which are not 
innocuous and whose toxic- 
ity can hardly be quantified 
empirically". 

In the view of the Cana- 
dian government, backed by 
the mining companies and 
the trade unions, "very effec- 
tive control technology has 
been developed and is 
readily available in all indus- 
trialised countries" which 
has safeguarded the use. of 
white asbestos. A safer 


working environment has 
thus been created, says the 
submission. 

It also argues that the pre- 
vention of future exposures 
will not alter the feet that 
many workers will suffer 
from mesothelioma cancers 
as a result of past high expo- 
sures before stringent regu- 
lations were enai/ed. 

The submission says that 
current preventive and con- 
trol measures, should be 
applied to those In the build- 
ing trades exposed to high 
asbestos fibre levels - such 
as carpenters, electricians, 
and workers involved in 
cable mnintprpanrp 

The Health and Safety 
Commission proposes to 
restrict the import, supply 
and use of white asbestos 
with limited exemptions in 
line with a European Union 
directive. 

Canada -has been, fighting 
a rearguard action against 
the European Union over the 
issue., concerned that any 
ban would cripple its asbes- 
tos mining industry. 

The- submission claims 
that there is an “acknowl- 
edged lack of satisfactory 
toxicological and epidemio- 
logical data" over recently 
proposed fibrous materials". 
As a result "no scientifically 
credible comparative risk 
assessment can be made, at 
the present time". 


By Shoon Target*, 
Education Correspondent 


j A woman professor has 
1 broken into the male- 
j dominated world of Cam- 
bridge academic fife, becom- 
ing the first to be elected, to 
the mastership of -a tradi- 
tional, formerly men-only, 
college at the university. 

Sandra' Daws'ou. RPMG 
professor of management 
studies and director of Cam- 
bridge's management school, 

is to head the 400-year-old 

Sidney Sussex cullege. 

• . It represents a belated step 
towards gender equality at 
the university more than 20 
years after the male-only 
colleges admitted women 
students for the first tinw. 

It also underlines tbe fact- 
that management studies, 
for years marginalised by 
traditional Cambridge dons,., 
is settling down as a main- 
stream academic discipline 
under the vice-chancellor- 
ship of Sir AlecBroers, a for- 
mer International Business 
Machines executive. 

. Sidney. Sussex, founded in 
1596, was one of the first 
men’s colleges to become co- 
educational; admitting 
women undergraduates in 
1976. Prof Dawson is one of 
only IB women professors at 
Cambridge - 6.4 per cent of 
the university’s total profes- 
sorial roll 




NEWS DIGEST 


BRITISH AIRWAYS AND feTOUCW* A«|NK 


„ „ , „ 


Minister agrees to defe 
decision on aiiiance pita 


islands with a measure of 
autonomy - including the 
Channel Islands, between 
England and France, and the 
Isle of Man. between Ireland 
and England. 


Peter Mandelson. chief Industry 

to a request from British Airways to postpone |woeoifc«n 
on whether to approve the company s planned often©-' 
with American Airlines. 

BA, which launched its planned aihance with 
1996, decided earlier this year to phasfin the partn«» 
rather than attempt to conclude ttimmadmtefy.Jho 
ance, which would have crested the most powerful faro 
in international aviation, envoaged 
between the airlines. That would have requir ed approve •, 

from Mr Mandelson and the US government. „ 

toe US has made the conclusion of an ‘open skies 
agreement with the UK a precondition for approving the 
affiaice. However, negotiations aimed at conducting an 
open skies accord broke down earlier this year. Mr - 
Mandelson said in the House of Commons yesterday tin 

BA had written to him this month asking for his decision} 

be deferred until the position on an open skies agreemar 

became dearer. . , 

The European Commission has recommended that ba 
and American give up 267 weeWy take-off and landing 
slots at London's Heathrow and Gatwick airports m retun 
for approval of the alliance. Both an lines say this is too 
high a price. Michael Skaplnker, London 


MILITARY EXTORTS 


Argentina embargo eased 


Britain yesterday eased its arms embargo against Argen- 
tina, hi a slgn of a further Improvement in relations 
between the two countries since the conflict over sover- 
eignty of the FaBdand Islands in 1982. Tony Lloyd, a UK 
Foreign Office minister, said Britain would consider export 
Pcence applications for some military equfcment, provided 
the sales did not jeopardise the security of the Falkland 
Islands. 

Previously the sale of all equipment with a potential mili- 
tary use was banned. Argentina’s government hailed the 
easing of the embargo as an Important step forward In 
relations with the UK. Before his October trip to London, 
President Carlos Menem denounced the embargo as "a 
completely unjust discrimination" which equated Argentina 
"with Iran and Iraq with respect to arms". 

Far Argentina, the move is more symbolic than practical: 
It underfines the abandonment of its non-aligned past, and 
its stronger links with tire western defence establishment. 
Ken Warn, Buenos Aires and George Parker, London 


RETAIL SALES 


Data belie ‘caution’ forecast 


public interest groups.^ IM 
would also appoint a Tfill-T 


Retail volumes rose by a seasonally adjusted 0.8 per cent 
in November from the previous month, suggesting that 
efforts by shops to lift prices after heavy mid-season dis- 
counting may have been accepted by consumers. Fore- 
casts had suggested that increased consumer caution, 
stemming in part from uncertainty over jobs in the face of 
an fanpending economic slowdown, could hit spending at 
the most crucial time of the year for retailers. 

But the Office for National Statistics said demand for a 
range of household goods, clothing and footwear raced 
ahead. On a seasonally unadjusted basis, total volumes 
jumped some 10 per cent The ONS, however, cautioned 
against reading too much into one month’s figures: on an 
Jffldertying basis, growth in retail volumes was slowing. 
C^it«rapn«r A»rrw arid "Robert Chote, LOridon 


STATE HEALTH SERVICE 


Radical pay reform ahead 


A radical new pay structure 

lAJffH THE mance-related pay, is 

Or PO2ibfiJMA0>££- planned for the state health 

eBAjnWPoCK?) SSSt 

\\ present system was kicreas- 

ingly under threat from court 
( jf cases claiming equal pay for 

' V5 ry, work of equal value, and Is 

' -v- desperate need of mod- 

f fif\ f]m ernisatlon. “We want to 
IV D 1 if fl I) develop a culture of sue- - 

I cess where responsibility 

\ S* ^4! an<1 Performance is 

L TjBa|a»v ' Jx rewarded," Mr MB bum told 
esjn ^mir - a rev ’°i M tKX, y 00 health ser- 
— i trice pay. Hie new system 
7 . ■ . . should provide better career 
. progression finked to com- 
petence and performance. It would provide better pay for 
staff who take on extra responsibility “and demonstrate 
they are providing the high-quafity services that patients 
need". Nicholas Timmins, London 


PLASTICS COMPANY TO REOPEN 


German owner for second time 


A German-owned plastics company in Wales which dosed 
in October Is to be reopened by another-German com- 
pany. Molfer Group, a famHy- owned plastics company. ha9 
bought Ninkaplast, a components supplier based near 
Newport, in south Wales. Motor, which received no public 
subsidy, hopes the new factory win reach turnover of 
Cl 3m ($21 ,6m) by 2002. Group turnover is £250m. Nlnka- 
Ptest, which has been in south Wales for 10 years, said 
the strong pound had hit exports. JuSette Jowtt, Cardiff 
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businesses for sale 


Admintstnative Receivers , AJ*. Peters and J.B. 
Atkinson offer for sate the business and assets of tftfe 


CONTRACTS & TENDERS 


Middleton 
Maintenance 
Group PLC 

1 

1 

1 

■ Annual tumoverciraa £32 mMon 

■ Major operational bssee in Binnfrigham. London, 
Mancfjester and South Wates, with satellite bases in 
StoKe, Ptymoutn, Bristol and South Shiekte 

. ■ Established business with bkje chip customer base in 
UtflWe8, Laiaure. Retail, and Local Authority sectors 
* Twin core competence of fabric and engineering In 
planned pravwrtative maintenance • 

■ New rnfflenniuny-cornpliant managamsrrt Information 

system ^lowfrig capture of data at aourco 

■ Experienced managwnent teams in each location 

— 

DeMtei 

%uche 

Wtcbell at Detoltte & Touche, Coimore Gate, 2 Colmore 
Bow, Bimwigham B3 2BN. 

Tetephom: 0121 200 221 1 Fax: 0121 695 5555 

A*ho*oti^i'ln*tol«uHo< Chwttred Aouuttam in DidmfwidvvWuiD 
cany on himomani Buton. 
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BANK RETAIL SPACE 


• Prime location 
S Fully aquippad, comer, 
duplex, low rent 
• Long tease* option 


Fox: -4S-33-E01 76 102 
I'r Rill G!a::.-?j 


Ente per le Nuove Tecnologie, FEnergia e 1 ’ Amblente 
POST-TENDER INFORMATION NOTICE 

ENEA, with head office in Rome Lungotevere Thaon di Revel 76 
(tel. 06 / 36271, telegraph ENEA- ROMA / telex 610183, fax 06 / 
36272777) r announces, in accordance with art. 8, paragraph 3 of the 
Decree 157 / 95, that on 26/5/98 tender n. 200 was publicly held for 
(he contracting of services relative to the use of a lightweight aircraft 
in support of (be Italian expeditions in Antarctica to be carried out with 
turboprop twinmotor planes (such as De Havilland Twin Otter or 
similar) - Presumed annual amount ITL. 1,000 million VAT excluded - 
duration 3 years. Participants: 1, valid offers: 1. Contractor, ex an. 23 
paragraph 1 letter b) and art. 25 of the Decree 157 / 95: Kenn Borek Air 
Ltd of Calgary, Alberta (Canada). The list of firms that participated in 
the tender is available at this Unit and at the C.R. in Bologna. The call 
for tender (in English) was sent to the Official Publications Office of 
the EC on 18/3/98 and was published in the Official Gazette of the 
Republic of Italy, Insert Sheet, Part Two on 24/3/98 and. in extract 
form, on the same date, in the newspapers “II Sole 24 ore", "Gazzerta 
Aste Pubblici e AppaltT, “I! Corriere della Sera" and the “Financial 
Times”. 

ENEA - Head of the Tender Procedure Coordination Unit 
Dr. Loredana Titomanlio 


QUEEN ELIZABETH QUAY DEVaOPMENT PROJECT 
IN THE PORT OF COLOMBO SRI LANKA 
INVITATION TO PREQUALIFY FOR THE SUPPLY OF 
28 RUBBER TYRED GANTRY CRANES (RTS's) 

The Government ot Sn Lanka has established credit \Cft 2880 CE| from 
the International Development Association (World Bank) for the 
purpose of on lending to Private Sector Infrastructure Development 
Company Limited (PSIDC) PSIDC has received an application tram 
South Asia Gateway Terminals (Private) Limited of 11. York Street 
Colombo t , Sri Lanka (SAGT) to fund pan ot the cost at the 
development ol Queen Elizabeth Quay container handling facilities at 
Ihe Pori ot Colombo. SAGT intends to use part ol the funds available 
under this credit lor the Procurement of Twenty Eight (28) Rubber 
Tyred Gantry Cranes (RTG’s). tor which this invitation lor 
PreQualileatian is issued. 

SAGT invites interested parties to register their interest for 
prequalification under this contract. PrequalitaHion will be conducted 
through procedures specified in the World Bank's Guidelines. 

Interested eligible parties may obtain further information from SAGT at. 
South Asia Gateway Terminals (Private) Limited 
11 York Street. Colombo 1 , 

Sri Lanka 

Telephone No : Internationa} 34 75 377266 Local 075 377265 
Fax No : International 94 75 377269 Local D75 377269 
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The Arab Poultry Breeding and production Co. 
(Breeders) at Sharjah 

Imads id establish a pouhry project is the stale of United Arab Emirate* 

Bidders can contact at: 


P.c. c-,N. h worn-'..- 

.‘V-iai'Sf - U.A E. 
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ESS 
FOR SALE 


CLOSING 3/4/1999 


ESS LEGAL NOTICE 


We want your busniess. 


For more infc-rnvition on Claf.=.ified B.isinc;;* AiJverlrr-inq in tlic FT 
plcaoc call: 

Tel: ->-44 171 S73 3349 Fox: -44 171 873 3064 


♦ Fleet of 1,000 care 

♦ Strang customer base In 
Midlands and North West 

♦ Consistently profitable 

For father details apply 
Box B6221, 

Financial Times. 

One Southwark Bridge, 
London SE19HL 


EE-SNBUSGH INCA TRUST 
ncn^Wend mbr I4Q38V 
IN i httm prr<CKnl lo ihe Com rt Se^ieri 

on ri Pcccmbci IWS ol the instance of 
I!il>nbsf£h Iw* Tran pic. * Cowpun 
idBonoMl unto Ihe Gbanola Aca with 
ihe wahr MA3M nd tavUgr a ay*ianl 
office at Doaddwn House. 97 Hjyemtct 
Times. fclinhuijh. EH12 5HD hi 
wn B niietioBrfiafacnMieriit ^ i fp re nu wi 
■ecotiK. I be Coon has pfononeccd lilc 
Mbws aankoaor. 

“14 December 1998 LoaUEmr 

IV Lord Onkmr? zppota&tbc Pail*® iota 
visaed on die of Ckm In anwn 
form: aed id be atheflbed once in cadi (4 ihe 
EdMxegb Gucnc uv) ihe finacidTam 
I'kwq a pcn nd ilbnn My ptny cJalmup 
ana k> W#c Answer* ihcreM H to advued 
wlbia 21 d«y* after such inrisunoe and 
adteniianesL 
k carter dc^ 

Of ril which imlliaik® » baehy pai 

BraAetWX 

IS Atfaoll CracCTB 

EDINBURGH 

HttlHA 

Sohcbor for MiHUcn 


GOVERNMENT OF 
THE REPUBLIC OF LITHUANIA 
STATE PROPERTY FUND 

Request For Expression of Interest to Participate in 
The Privatisation Of “Liewvos draudimas” 
(Lithuanian Insurance Company) 

The government of The Republic of Lithuania. a- a pan ■>! n«. 
privatisation Pmenimiue, i* ofloins in •cl I inn Lilly up hi 7tKr «if ihe 
equity of "Lienivos ilraiklimas" in an appropnaft'K enpeneravd and 
committed investor. 

Successful bidders should meet the follow in fi criteria: 

• Be an insurance company providing life and unn-iile msur-mcc 
serviced: 

* Have Standard & Pour's Inivnutimul (osutanix raw mu lower 
BBB lor other comsponding imemaiinna] ratine ■: 

* Have total assets euveding I billion US dollars: 

* Show Net written premiums for the last three financial years 
exceeding 300 million US dollars per y«r. on average 

Important remarks: 

• AD criieria an? required: 

• If the bidding consortium should he formed, the aforesaid 
criteria will apply to ihe Insurance company - leaUei of ihe 
consortium. 

Potential investors should submit Iheir espresMiias of interest Ii*ji.hJkt 
with all necessary documcnution poising compliance with the 
aforementioned criteria r«v 
Mr Rimanlas Bulk us 
State Property Fund 
Vilnius St. 16, 2600 VOnrus 
Lithuania 

Tel: 370 2 221 263 Fax: 370 2 622520 

Deadline for submission uf expression of imeresi U 2“ nf February I y***J 
4pm local ume. 


NOTICE PUBLISHED BY THE SECRETARY OF 
STATE UNDER SECTION 7(7) OF THE 
TELECOMMUNICATIONS ACT 1984 

The Secretary of Sure hereby gives notice as follows: 

1. He mends to revoke Ihe Class Licence to run Branch Systems to 
provide Telecommunications Services nhe TSfT and ihe Class 
Licence for ibr Running of Self Provided TctaowtiniBiicaiirei 
Systems l “the SPL") which were granted by ibr Secretary of Stale 
under Section 7 of the Telecommunications Act 1984 on 31 
December 1997 and 9 September 1996 respectively and lo issue a 
new TSL and a new SPL. The licences will he far a period of 25 
years subject to earlier revocation m circumstances specified in ibe 
(Redoes. 

2. Various amendments hair been made lo the Licences to bring 
conditions and definitions into line with the requirements of the EC 
Licensing Directive (97; I >ECl, the EC Interconnect ion Directive' 
(97/33’EC). the EC Revised Voice Telephony Directive (WI lOECi 
and for other reasons. 

3. Then; are live main variations between die current licences and the 
new licences, ii) The draft licences have been euanined to ensure 
die conditions arc consistent with those ret out in die Annex lo the 
EC [Kerning Directive and that each condition satisfies ihe EC 
Licensing Directive's requirements u> be transparent, non- 
discriminatory. proportionate and objective. t>i i The introduction of 
new conditions in the TSL on Publication of Interfaces. Itemised 
Bills. Contracts. Non-payment of Bills and a number of additional 
conditions lo align with the requirements of the EC Revised Voice 
Telephony Directive, fiii) Interconnection conditions have been 
included in the TSL in line with the requirements of the EC 
Interconnection Directive, These conditions introduce nghu and 
obligations to lnioconacd for those operat o rs who are providing 
interconnection services in accordance with Annex II of die 
Interconnection Directive, fiv) New conditions have been included 
in the SPL oo Fair Trading and Access Control services. (v| New 
conditions have been included in the TSL on Chatline and Message 
Services. Payment of Fees and Numbering. 

4. Various other minor or consequential amendments will he made io 
both licences lo standardise the conditions and definitions. 

5. Representations or objections may be made in respect of the 
proposed new licences. They should be made in writing by 21 
January 1999 and addressed to die undersigned at the Department of 
Trade and Industry. Ccnummicaiions &. Information Industries 
Directorate. Room 2.30. 151 Buckingham Palace Road. London 
SWIW9SS. Copies of the proposed licences can he obtained free of 
charge by writing id the Department or by calling 0171 215 1746. 

Simon Moseley 

Depanmem of Trade and industry 

18 December 1998 
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Kevin Barham and Claudia Heimer take you inside ABB, Europe’s most 
admired company, and unravel the decisive factors in its success. 
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A5B;The Dancing Giant is published today and available from; 
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MANAGEMENT & TECHNOLOGY 


” . TECHWOIOGY CONSUMER ELECTRONICS 

1 Products to 


switch on 
the digital 
junkies 


Next year will see 
the arrival of the full 
range of digital 
products, reports 

Alice Rawsthom 

After a lean period when, 
many established prod- 
ucts hit maturity and gad- 
get Junkies seemed more Inter- 
ested in the computing sector, 
the consumer electronics indus- 
try has introduced a stream of 
successful products and is poised 
to unveil more during 1999. 

The chief catalyst for this 
year’s flurry of product develop- 
ment has been digitisation. 

This is the process whereby the 
world’s electronics manufactur- 
ers have been able to produce 
more sophisticated versions of 
their existing products, such as 
di gital television and digital cam- 
eras, as well as new product cate- 
gories. notably DVD (digital ver- 
satile disc) video, the compact 
disc version of the video cassette. 

Digitisation has been a linch- 
pin of the electronics Industry's 
development for the past three or 
four years. Many of the new digi- 
tal products, however, were not 
Taiirifftwi co mmerciall y' until rel- 
- atively recently, and it is only in 
1999 that full ranges of models 
. will be available. 

Anyone in the UK can-already 
' treat themselves to erne of the 
■ new digital televisions, which 
manufacturers such as Sony and 
Philips launched In the autumn. 
This month, Panasonic will intro- 
duce a set-top box capable of 
. receiving both the BSkyB and 
BIB digital services. 

The next stage in digital televi- 
• sion’s development will be the 
debut of intelligent sets with 
integrated receivers rather than, 
set-top boxes. Philips win intro- 
duce the first model this 
month, with Panasonic and Sony 


following suit next year. 

• Another advance is the .launch 
of fiat-screen sets, such as the 
Sony Vega, and Panasonic’s T. 
which is scheduled to go an sale 
t>ite Tnon^h Flat screens are still 
rather expensive - a 32in T costs 
about DM4,499 to Germany and a 
36in model DM6,999 - hut 
demand is expected to increase 
during 1999 as prices fan. 

Arguably the best news for the 
electronics industry this year has 
been the steep increase in sales 
of DVD video hardware and soft- 
ware in North America and, more 
recently, in Europe. 

DVD video had long been billed 
as a -successor to the video cas- 
sette, with similar mass mar-feat 

sales potential, but its launch 
was clouded by rows shout-tech- 
nical and software specifications. 

Sales slipped below expecta- 
tions in the US after DVD video's 
debut there in 1997, but the 
industry expects sales of players 
to breach the lm mark by the 
mid of this year. 

Philips estimates that DVD vid- 
eo's sales are running 10 
Hmpg higher than those of the 
compact disc at the same stage 
In. the launch cycle. 



tial if DVD video is to fulfil its 
commercial. potential, given its 
strong appeal to movie buffs. 

On the hardware hunt, a flurry 
of new DVD video players is due 
to be introduced in North Amer- 
ica, Europe and Asia during 1999. 
Including a large number of 
small, portable systems similar 
to Panasonic's sought-after 


If a full-scale format war is to be averted, 
Sony and Philips will have to strike a 
compromise, ideally before next summer 


At present, the choice of films 
available an DVD video is fairly 
limited. There are 2,000 titles on 
sale in the US this Christmas, but 
only 500 in Europe. However, the 
range of titles is Increasing rap- 
idly, and it is now standard prac- 
tice in the US for blockbuster 
films -to come out cm DVD at the 
same time as video cassette. 
Ensuring that the number of 
titles continues to grow is essen- 


DVD-L10 model. 

The next step will be the intro- 
duction of the first DVD audio 
players, which offer superior 
sound quality to compact disc 
and the capacity for. surround 
sound, towards the end of next 
year. 

Manufacturers such as Matsus- 
hita and Toshiba hope consumers 
will upgrade to higbquality DVD 
audio systems Scorn compact disc, 


just as they did from vinyl and 
cassette tapes. Toshiba expects 
the first players, which will be 
produced only in limited quanti- 
ties, to retail for about £3,000 in 
the UK and for a similar price • 
elsewhere. 

However, the industry's hopes 
of a smooth launch for the new 
audio format are imperilled by 
yet another row between compet- 
ing technologies. 

Both Sony and Philips are 
threatening to bring out a Super 
Audio CD system, with both 
camps claiming theirs is the 
superior product, w hite accepting 
it is in no one’s interest fox two 
such similar technologies to go 
on sale at the same time. If a 
lull-scale format war, Bke the one 
between Betamax and VHS, 
which torpedoed the initial intro- 
duction of the video cassette in 
the early 1980s, is to be averted, 
they will have to strike a 
compromise, ideally before next 
summer. 

Meanwhile, sales of MinlDisc 
players, Sony's miniaturised com- 
pact disc recording system, 


finall y took off during 1998, 
thanks to lower prices and a 
wider rfmfog of software. Seme 
lm MinlDisc systems have been 
sold in Europe this year, the 
game number as in the five pre- 
ceding years. 

Sony plans to capitalise on 
MiniDlsc’s success by bringing 
out mace portable models and a 
wider range of combination 
systems hi which it is integrated 
with hi-fi. By contrast, fiw digital 
compact cassette machines, 
which were developed by PhjSps 
and Matsushita as a rival format 
to MinlDisc, have quietly been 
withdrawn from production after 
selling well below target 

By far, the most controversial 
new audio products are the porta- 
ble MP3 recorders, on which con- 
sumers store and replay the MP3 
sound files used to download 
music from the Internet 

The first hand-held MP3 
recorder. The Rio, made by Dia- 
mond Multimedia of the US, wait 
on sale in mass market chains, 
such as Best Buy, for $199 this 
autumn, despite tiw efforts of the 


Recording Industry Association 
of America (RIAA) to ban it The 
RIAA tried to secure an injunc- 
tion to stop the Mo titan going 
into distribution, but the court 
rejected its claim. 

The Rio has proved so popular 
that there is a waiting list of at 
least four weeks foe orders. Dia- 
mond plans to increase produc- 
tion and to introduce it to other 
countries in the new year. 

Samsung of South Korea has 
similar plank for the Yepp. its 
credit card-sized MP3 recorder. 
Other models are expected to be 
introduced next spring, although 
some companies are still deciding 
whether to rids antagonising the 
music industry by moving into 
the market. The decision will 
prove particularly tricky for elec- 
tronics manufacturers which also 
have extensive -music interests, 
notably Sony. 

The most competitive area of 
the electronics sector is video 
games, where the battle for hard- 
ware and software sales between 
the key contenders - Sony. Nin- 
tendo and Sega - is every hit as 


aggressive as the on-screen 
drama of their shoot-’em-up 


After a lull in the early 1990s, 
games sales have soared since 
the Sony PlayStation and Sega 
Saturn 82-bttsy stems surfaced in 
1994, followed by the launch of 
the 64-bit Nintendo 64. Sales of 
32-bit and 64-bit systems have 
peaked in Japan, and are set to 
stall in North America and 
Europe during 1999. 

the next step forward is S^a’s 
128-bit Dreamcast machine which 
has sold well after its launch in 
Japan last month, and is sched- 
uled to go on sale elsewhere next 
autumn. 

Sega desperately needs the 
Dreamcast to. succeed to repair 
the flTutnrial damage caused by 
the disappointing performance of 
the Saturn. 

Both Nintendo and Sony are 
developing successors to the 64 
and the PlayStation, but their 
launch plans are shrouded In 
secrecy and video games buffs 
will have to wait until 2000 to 
sample the results. 



MANAGEMENT JAPANESE EXECUTIVE PAY 


Performance gains 
a wider audience 

The emphasis In companies is on pay equality. Change is on the 
way but it will take time, says Michiyo Nakamoto 
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Japanese companies 
appear finally to be 
wanning to the idea 
that top executives should 
be remunerated according to 
performance. 

Companies ranging from 
Sony, the electronics group, 
to Orix, the leasing com- 
pany, have been introducing 
share options for their exec- 
utives, following the tiffing 
of a ban last year. 

About 150 out of nearly 
3.000 listed companies have 
introduced share options, 
according to a study by 
Daiwa Securities. 

In addition, many more 
voted at shareholders' meet- 
ings this summer to 
their statutes to allow their 
companies to buy back 
shares in case they too 
decide to offer stock options. 

But in spite of these devel- 
opments, Japanese execu- 
tives come nowhere near 
enjoying the rewards or fac- 
ing the accountability of 
their western counterparts. 

For Japanese executives 
the rules of group harmony 
have generally extended to 
pay as well. “People have 
felt that everyone should 
share the [c o rpor a te] profits 
equally,'’ says Katsnjiro 
Oyanagj, director of the 
labour relations and wages 
division of the Japan Federa- 
tion of Employers' Associa- 
tions. The emphasis in the 
Japanese corporate remuner- 
ation system, Mr Oyanagl 
notes, has been on equality 
of outcome. 

The chief executive’s 
a n nual income is, on aver- 
age, only about 10 times that 
of an entry-level employee, . 
says Sadao Ota, president of 
Sefitei Research Institute, 
which specialises in manage- 
ment issues. The differential 
in the US may be as hi gh as 
100 times. 

Mr Ota says the increase 
in the income of chief execu- 
tives in Japan has been in 
line with the rise in the 
income of ordinary- workers 
for the past 10 years. Last 
year, executive pay rose 2 
per cent while the pay of 
average workers rose 2.1 per 
cent, according. to a study 


conducted by the institute. ’ 

That close alignment 
reflects the view that execu- 
tives are salaried workers 
who are very much a part of 
the corporate group, Mr Ota 
says. 

“In Japan there Is no pen- 
alty for poor performance, 
just as there is no compensa- 
tion for good performance,” 
says Takasbi Inoue. senior 
vice-president of the 
Boston Consulting Group in 
Tokyo. 

The system's flaws were 
brought home to the Japa- 
nese public this summer, 
when the troubled 
Long-Term Credit Bank of 
Japan revealed that a former 
chairman bad received 
Y900m ($7.8m) in retirement 
benefits. Binsuke Sugxura, 
who retired this March from 
his last job at the bank as 
special advisor, bad been a 
director when LTCB man- 
agement was rnairntg many 
of the decisions which 
landed the bank in so much 
trouble. 

Japanese companies do 
not usually make public how 
much they pay their execu- 


tives. Mr Sugtura's benefits 
came to light as part of a 
restructuring plan which 
involved LTCB getting for- 
ma: executives, including Mr 
Sugiura, to return their 
retirement- allowances. 
These are lump sum pay- 

There’s no 
penalty for poor 
perfomiancei and 
no compensation . 
for goodV. 


meats usually calculated 
according to the employee’s 
leng t h of service. 

The amount Mr Sugiura 
was paid may not be shock- 
ing by western standards; 
After all, Michael Arm- 
strong. rha-hmiin of AT&T 
was given stock and options 
worth a notional $39m at the 
time, simply for agreeing to 
accept thfl job. 

What is more AT&T 
allowed his predecessor. 


Robert Allen, to keep stock 
worth 85&5m when he left 
the company, even though 
he did not technically qual- 
ify for the award. 

By Japanese standards, 
Y900m In retirement pay 
seems excessive. That is 
more than most people can 
expect to earn in a lifetime. 
Hlgh-income earners - who 
tend to be male graduates 
working for a company with 
1,000 or more employees - 
earn about Y336m in their 
tifethne, including bonuses 
and retirement pay. Mr Sug- 
iura has agreed to return the 
money. 

The introduction of stock 
Options may signal changes 
in attitudes fart development 
win be gradual and hesitant. 
So far, most of. the compa- 
- nies which have ' adopted 
stock options' are smaller 
and ' less well- 
established, and the desire to 
maintain harmony, among 
company employees - remains 
strong. 

In Japan, where people 
who make a lot of money are 
not necessarily respected but 
are often envied, there Is a 
view 'that nobody should 
stand out from the crowd too 
much» says Mr Ota. 
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THE ARTS 


When the dancing had to stop 


Clement Crisp looks back at a disastrous year for the Royal Ballet 


Twenty years ago, an admirer of 
Britain’s national ballet said to 
me: “Dame Ninette de Valois will 
outlive the Royal Ballet”. 1 
thought the remark ludicrous, 
prompted by disappointment that 
Nureyevbad not been offered the 
directo r ate of the company when 
Kenneth MacMillan* retired from 
the post. Now it seems almost 
prophetic. This summer Dame 
Ninette celebrated her hundredth 
birthday, while the company she 
brought into being had nothing 
to celebrate save its mtsfnr^w**" 
Victim of the government’s 


ble state, to May 1940 the then 
Sadler's Wells troupe made, a 
tour to Holland, at which time 
Hitler’s armies had the 
idea. Fleeing as best it could, the 
ballet returned to London where 
its home theatre was requisi- 
tioned as a refuge for air-raid vic- 
tims. Without a base, with most 
of its male dancers called up for 
military service, with every kind 
of war-time stringency, the Ballet 
danced more than ever before, in 
theatres, canteens, on tour and in 


tices. They reflect policies that 
were an answer to fo^k of funds, 
where the need to play safe was 
dictated by the box-office, where 
soaring ticket-prices made ballet 
not elitist {there's nothing ratif- 
ied about vain repetition of Swan 
lake or Morton) but deadly pre- 
dictable. And numbing to a ballet 
audience’s interest in the com- 
pany. Once upon a time the pub- 
lic could afford to follow the 
artistic ventures of the Royal Bal- 
let With rocketing ticket-prices 


shape a cultured dance ensemble 
and a no less cultured dance pub- 
lic. To ignore these {by neglect- 
ing them in the repertory), to 
maltreat them (as with the 
ghastly Sleeping Beauty we see 
today), and to toil in educating 
dancers and audiences in their 
virtues, is to erode the identity of 
the troupe. 

This is borne out by current 
marketing. Audiences have 
learned to rush in at the prospect 
of Romeo and Juliet or siren 
Lake, and the box-office knows 
that such block-busters are the 


SSSSKS W ‘ have a hope for 1,19 “mpany in 1999, it is that it will learn to 

believe in itself, once again, and make us believe in it too 


that Covent Garden’s closure bad 
been long-touted and could come 
as a surprise to no-one save, 
apparently, those who fahhbtod 
and ran it; hag-ridden by the poli- 
cies of the House itself; depen- 
dant upon private donation - 
there is no private funding with- 
out private agendas; Ill-served by 
repertory choice and by perfor- 
mances inadequate in number 
and sometimes inadequate in art- 
istry. these were troubles which 
beset a once- secure company. 
That six male dancers have 
decided to leave in quest of Japa- 
nese, gold and a new company is 
no -surprise. Faced with short 
careers and the likely demands of 
family and mortgage, their reac- 
tion to uncertainties surrounding 
the Royal Ballet is less a matter 
of loyalty than of economics. 

Once before in its 70 years the 
Royal Ballet faced a situation as 
unhappy as its present lamenta- 


London, yet still staging new. 
works, of merit. 

Helpmann. Fonteyn, May. 
Shearer, the child Beryl Grey and 
the whole gntMmh] A toiled cease- 
lessly, and were adored. No-one 
doubted the merits of what Dame 
Ninette and her artists were 
doing. Ballet was not elitist Hi»n, 
any more than it is now - save in 
the minds of the politically preju- 
diced. It spoke to everyone. 
When, in 1946, the company 
entered into. Its inheritance at 
Coveht Garden, we knew our bal- 
let was a matter for national 
pride. 

Fifty-two years later, we can 
look hack at grand achievements 
and despair at circumstances 
that have caused the company to 
lose its way. These relate to the 
bizarre convolutions of Opera 
House politics and work prac- 


at Covent Garden, those days 
were gone. The fearsome sums 
demanded far opera and the star- 
crazed stagings they enshrined 
meant an Increasing imbalance 
in the always vexed partnership 
of opera and ballet in the same 
house. 

The Royal Ballet, as a result, 
has known a crisis of identity. 
Ballet companies are born with a 
genetic make-up. What first 
shaped them, shapes them stm 
The Royal Ballet has always had 
a base in its own creativity (Ash- 
ton, de Valois, Cranko, Mac- 
Millan, Bintley) and in the tradi- 
tional classics because, from 
earliest years, Ninette de Valois 
balanced these two vital ele- 
ments in her plans. TO them were 
added masterworks of our cen- 
tury - by Fokine, Massine, Nijtn- 
qlffl, RaTanffhirtg - necessary tO 


safest bet for an organisation 
criminally strapped for cash. 
Meantime, the creative life-blood 
of the ballet drains away and a 
one-off audience emerges. (“No 
thanks, we’ve seen Manon".) Bal- 
let ceases to be an adventure and 
becomes a dfjd-vu. Young talent, 
trying to learn to swim, bas been 
chucked in at the deep-end of an 
Opera House and has sunk while 
tbe management wondered 
where the talent went 
The Royal Ballet has been 
made a player in Covent Gar- 
den's weary game of trying to 
make ends meet Whatever hopes 
we may have had that New 
Labour would redress the philis- 
tinism of the previous regime can 
be abandoned. With lottery cash 
as a blissful excuse for indiffer- 
ence to the need for government 
to foster tbe spiritual well-being 


of a nation quite as much as its 
bodily health. Chris Smith’s min- 
istry has failed to answer a cen- 
tral question of funding for the 
arts. The benefits of a successful 
Opera House are social as well as 
artistic, and - perish tbe thought 
- touristic as well. Starvation 
corner is the perennial seat the 
arts get at the financial banquet 
Ballet and opera are “elitist” 
when miserly funding causes pro- 
hibitive prices, and restrictive 
practices deny tbe chance for 
exposure on television or oo tour. 
(How significant that Birming- 
ham’s Royal Ballet, by offering 
seats at £10, can fill a theatre in 
the un-bailetic city of Sunder- 
land. and now find a welcoming 
audience.) The idea that private 
funds offer any way out of this 
impasse would only be credible 
If. as in tbe US, tax benefits 
accrued to tbe generous donor, 
and there were a long tradition of 
huge benefactions. 

This year has seen the Royal 
Ballet struggling to survive. The 
tensions implicit in moving from 
stage to stage - from the grue- 
some Labbatt’s Apollo to the 
Royal Festival Hall, from the Bar- 
bican to tbe Coliseum and thence 
to the new Sadler's Wells - have 
been evident in sometimes care- 
worn performance. Creativity has 
been depressing. The Dance Bites 
tour in the spring was a 
shrunken and unappealing thing, 
and Ashley Page’s recent Saw- 
dust and Tinsel a choreographic 
nadir. Tbe company seems to 
lade confidence and a sense of its 
own brave identity. It certainly 
lacks the parure of ballerinas 


who once shone so brightly in 
that loving portrait of the troupe. 
Ashton’s Birthday Offering. 

And yet it has riches in its 
vaults, a catalogue of ballets 
which should be the marvel of 
the dance-ivurld and which, as 
the millennium approaches, 
could be used to mount a fasci- 
nating survey or one of the most 

popular arts of our century . If I 
have a hope for the company in 
1999. it is that it will learn to 
believe In itself once again, and 
make us believe in it too. 

Ballet is popular. U is tempting 
to say it is popular in spile of 
itself. Certainly the audiences 
who follow Birmingham Royal 
Ballet. English National Ballet. 
Northern Ballet Theatre, know 
this and give not a damn if it is 
called elitist. In an age where 
making the arts accessible is a 
rallying cry. the failure of televi- 
sion to show any consistent pol- 
icy in bringing great music, great 
dancing, great drama into the 
schedules, is yet another example 
of a national ambivalence about 
“art". Accessible art seems too 
often to mean dumbed -down art: 
the apostles of this doctrine 
patronise tbe people whom they 
want .to reach. The audiences 
which fill the Palais Cornier and 
the Bastille Opera House in Paris 
are there because prices are 
affordable: proper subvention 
from the state makes this so. The 
Opera dancers take the stage 
grandly, aware of the importance 
of what they do in the artistic life 
of the nation, and their audiences 
see in them a proud sign of 
national artistic endeavour. Just 
so. not many years ago. was the 
Royal Ballet. It can be so again - 
but there is a price to pay. and it 
is the government who must pay 
it. 


Hatred, 

without 

emotional 

punch 


NEW YORK MUSI CAL 

B^DAN LEMON 


Parade 

Vivian Bemsnont, Lincoln Center 


Hatred towards a racial or 
religious group is an uncommon 
subject for the musical theatre. 
Even in West Side Story, gang 
rivalry gives way to tbe more pri- 
vate love story between a boy 
and a girl, which befits the 
dynamic of the show’s source, 
Borneo and Juliet Shakespeare 
himself explored tbe subject fully 
only race, in The Merchant of 
Venice, there providing a defini- 
tion of anti-Semitism - “a lodg’d 
hate, and a certain loathing” - 
that aptly describes the dark • 
force at the core of Parade, a new 
show at Lincoln Center Theatre. 

The musical centres on the 
real-life case of Leo Frank, a 
Brooklyn-bred Jewish pencil-fac- 
tory manager who, in 1913, in 
Atlanta, was unjustly convicted 
of murdering a 13-yearold girL 
After two years of appeals, and 
the commutation of bis sentence 
from execution to life Imprison- 
ment by Georgia governor John 
M. Slaton, Frank was abducted 
from gaiol and strung up by a 
lynch mob on August 17, 1915. 

Although Harold Prince, 
Parade'S co-conceiver and direc- 
tor, does a highly professional job 
of interweaving all the parties to 
the case (his staging, to fact, may 
be a little too slick: the Beau- 
mont’s hydraulic system has 
rarely been given such a work- 
out), he is primarily concerned to 
place the hatred directed against 
Frank and his wife, Lucille, in 
the context of a waning Crafeder- 



Racial tensions fa? to engage us: Brant Carver as the wrongly convicted Jew, Lao Rank, with hto wife, played by Carolee Carmeflo 


acy. While thisbas the admirable 
effect of giving the piece a politi- 
cal consciousness generally ladl- 
ing on Broadway, it too often 
reduces the evening to a pageant 
that is emotionally, if not intel- 
lectually, uninvolving. 

Prince’s efforts are not much 
enhanced by those of his book 
writer, Alfred Ubry, who has told 
the story of Atlanta Jews so often 
(Driving Miss Daisy. The Last 
Night of Ballyhoo) that he may be 
tapped out, or by those of 
Parade's composer-lyricist. Jason 
Robert Brown, who shows him- 
self to be enormously adept at 
diverse American musical genres 
(honky-tonk, liturgical; Sondheim 
pastiche) but curiously unable to 


get to tbe emotional core of a 
scene. 

Like Ragtime, a more affecting 
recent example of a socially con- 
cerned musical set early in this 
century. Parade examines the 
conflicts between a white Protes- 
tant elite and the two groups 
which have been most consis- 
tently oppressed by it blacks and 
Jews. Initially, a black night 
watchman was a prime suspect 
in the girl's murder, and a black 
janitor at the factory, Jim Con- 
ley, made the allegations that 
persuaded the jury - and many 
Atlantans - of Frank’s guilt, 
even though these charges were 
part of Conley’s attempt to save 
bis bide But whereas Ragtime 


suggests that no group, whatever 
its history, Is immune from suf- 
fering, Parade lacks the univer- 
sal punch that would help draw 
anyone, whatever his or her 
background, into the narrative. 

There are at least two reasons 
for this failure to connect more 
powerfully. The first concerns 
the show’s central character. Leo 
Frank is a slightly distant, some- 
what supercilious man, whose 
cause may he just but whose per- 
sonality is too chilly for us to 
enter fully into his predicament 
Brent Carver, a Canadian actor 
who. in Prince’s production of 
Kiss of the Spider Woman, dis- 
played a grand gift for empathy, 
plays Frank more as Kafkaesque 


clerk than as intellectually awak- 
ening underdog. 

Even after his sentence is 
reduced, and be tells his wife 
how much he has come to love 
her, our emotions are kept at a 
remove, though this seems as 
much a result of the scene’s 
insufficiently swelling song, 
“All the Wasted Time", as any 
deficiency in Carver’s interpreta- 
tion. 

The other reason Parade fails 
to transcend its material has to 
do with the Southern context of 
its story. From almost the outset, 
as we watch a Dixie-drenched 
Confederate Memorial Day 
Parade and Frank's feeling of 
being out-of-place in it; there is 


an almost unconscious assertion 
that tbe hatred directed: against 
him as a Jew may have.. deeper 
roots in the Christian suprema- 
cist South than in America at 
large - an assertion more ample- 
minded than the historical farts. 

Mucb closer to reality is the 
plight of Frank's wife, who is 
movingly played by C-arolee Car- 
mello. Even after her. husband is 
lynched, this seemingly assimi- 
lated Southern Jew proclaims. “I 
am a Georgia girl." You don’t 
need a Shakespearean grasp of 
how hatred is rooted in ambiva- 
lence to recognise that her story, 
more than anything else in 
Parade, is closer to tbe human 
heart of things. 
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of the young mistress of Duke 
Ludovico of M3an travels to Italy 
for the first time since 1800, 
when it was purchased by foe 
Polish Prince CzartorysM; to 
Jan 24 


tight, and a specialist in 
maternal and domestic subjects; 
to Feb 27 


AMSTERDAM 


OPERA 

Netherlands Opera, He* 
Muztektheoter 

Tel: 31-20-551 8911 
The Queen of Spades: by 
Tchaltovsky. Conducted by 

Semyon B\«hkov In a new 

staging by Lev Dodln; 
Dec2fr23 ' 


FRANKFURT 

OPERA 

Oper Frankfort 

Tel: 49-69-21237 999 - 
www.trwTkhirt-business.de/oper 
Die Zauberflate: by Mozart. . 
Conducted by Catherine 
Ruckwardt in a staging by Alfred 
Khchner. Tbe cast includes Britta 
Stallmeister Dec 19, 21 . 


HELSINKI 

OPERA 

Famish National Opera 

Tel: 358-9-403 021 
Anna Bolena: by Donizetti. 
Conducted by Maurizio Barbarini 
in a new staging by Jussi Tapofa, 
with designs by Anna Kontek. 
The title role is sung by Riikka 
Hakola/Cyrrthfa Makris; Dec 19 


bringing together biographical 
material with objects collected by 
the self-taught scholar who is 
chiefly remembered as .foe 
founder of Singapore. Includes 
musical instruments/masks and 
shadow puppets collected by 
Raffles when he was Lieutenant 
Governor of Java (1611-T6), and 
plant and animal drawings; from 
Dec 19 to Apr 18 


Jane Eaglen is BrunnhHde; 
Dec 22 


sings the title role and Carlo Rizzi 
conducts; Dec 18 


COLOGNE 

OPERA 

OperderStadt 

Jet 49-221-221 8240 
DieVdgel: first modem staging 
for Water Braunfete's opera, 

Premiered in 1920, it was banned 
by the.Nazia and'lwgeV . • 

forgotten until a . reCeflt . r S 1 S' 
This production » conducted by 
BrtmerWeffi and staged by 
David Mouchtar-Samoral; 

Dec 18, 20, 22 


HAMBURG 

EXHIBITION 

Kunsthalle 

Kandinsky, Chagall, Malevich and 
the Russian Avant-Garde: show 
tracing the art movements 
between the Russian revohitione' 
of 1905 and 1918, and focusing 
on attempts by artists to fose • 
aspects erf folk culture with 
Western modernism. Many of the 
100 works on display are on loan 
from Russian museums; to 
Jan TO 


TTTT.F. 

EXHIBITION 

Palais des Beaux Arts 
Goya: un regard libra 
Small-scale exhibition which 
explores- foe range and 
peculartties of the paftrtaris work. 
The 50 works on display include 
loans from around the world; to 
Mar 14 


Royal Academy erf Arts . 

Tel: 44-171-300 B000 
The Au Bak Ling Collection: 100 
Masterpieces of Imperial Chinese 
Ceramics, 12th to 18th 
Centuries. Includes works from 
the Song, Yuan, Ming and Qing . 
dynasties, which together provide 
a remarkable overview of the 
finest Chinese porcelains ever 
made; to Dec 20 


MUNICH 

CONCERTS 
Phflharmonle Gasfeig 
TeL ■ 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted try Daniefe Gatti In 
works by Berg, Wagner rad 
Hindemith. With mezzosoprano 
Marilyn Schmiege; Dec 18 


FLORENCE 

exhibition 

p ulai W Pitti 


HARTFORD 

exhibition 

Wadsworth Afoeneum 

Pieter de Hooch (1629-1681): 

previously seen at Dulwich 

picture Gallery, this first-ever 
one-man show of the Dutch ; 
oafoter off ers a reassessment of 
Kb work. Less celebrated than 
his contemporary, Vwmaer. de 
Hooch was a ploneer in his own 


LONDON 

CONCERTS - 
Barbican HaB 

Tel: 44-171-638 8891 
www.barbican.ofg.Lrfc 
.Candide: the Inventing America 
series concludes with the London 
Symphony Orchestra, conducted 
by Kent Nagano, presenting a 
concert performance of Leonard 
Bemsteki'S-1955 musical; Dec 
18, 19 : . 


LOS ANGELES 

OPERA 

L. A. Opera, Dorothy Chandler 
PaviBon 

Tel: 1-213-365 3500 
Fantastic Mr Fox: world premiere 
of Tobias Picker’s opera, .with a 
libretto by Donald Stumock and 
designs by Gerald Scarfe. Cast 
includes Gerald Finley and .. 
Susanna Guzmdh as Mr and Mrs 
Fox; Dec 1 9, 20, '21 , 22 ■ 


NEW YORK 

EXHIBITION 

Brooklyn Museum of Art 

Teh 1-718-638 5000 
Royal Persian Paintings: the * . 
Qajar epoch 1785-1925. Display 
of lifersized portrait paintings, 
manuscript illumination and 
decorative arts which were the 
specialities of this previously 
overlooked period of Iranian art 
history; to Jan 24 • 


PARIS 

EXHIBITION 
Grand Palais 
. Tel: 33-1-4413 1730 
Gustave Moreau: more than 140 
works by the Symbolist painter, 
held in high esteem by his 
literary ^contemporaries. Includes 
studiesand drawings as well as 
oils, many of them- depictions of. 
historical and mythical subjects; 
to Jan 4 


EXHIBITION 
British Museum 
Tet 44-171-836 1555 , 

The Golden Sword: Stamford 
.Raffles and the East. D splay 


MILAN 

opera 

La Scab 

Ted: 39-02-88791 *"■ ' - 

Gfitterdammerung: by Wagner. 
New staging directed and 
designed by Yannis Kokkos, and 
conducted by Rfccardo Mutf. 


OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 • 
wwwjneh3pmL.org 
Die FledermauK by J. 

Strauss. Revival conducted by 
Patrick Summers. Cast includes 
Carol Vaness, Jochen Kowalski 
and Bp Skovhus; Dec 24 

• Die Zauberflfite: by Mozart. 
Laura Aikfn, Matthias Goeme and 
Franz-Josef Sefig make thefr Met 
debuts in John Cox's production. 
Charles Mackerras conducts; 

Dec 19 

• Lucia di Lammermoor by 
Donizetti. Now production by 
Nicolas Jo§L Ruth Ann Swenson 


OPERA 

Theatre des Champs Etys£es 

Tel: 33-1-4952 5050 

The Magic Rule: by Mozart 

Jean -Claude Maigoirs conducts 

.and the staging is by Pierre. 

. Constant With La Grande Ecurie 
et la Chambre du Floy and the 
Mafrrise du Centre de Musique ■ 
Baroque de Versailles; ' 

Dec 18 


PRAGUE 

DANCE 

National Theatre of Prague ' 
Tet 420-2-2108 0131 
www.anet.cz/nd 

The Nutcracker by Tchaikovsky, 
in a staging by Russian 
choreographer Juri) Grigorovic, 
with sets and costumes by 
Simon Vrrsaladze; Dec 18, 20 


THEATRE 

National Theatre of Prague 

Tel: 420-2-2108 0131 

www.anetcz/nd 

The Servant of Two Masters: by 

Carlo Goldoni. Directed by Ivan 


“V-. 
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MUSIC 

Pianist 
prodigy 
needs to 
grow up 

Everybody knows who Evgeny 
Kissin bas thvn. Tbe prodigious 
young Russian pianist who took 
western audiences by storm 
about a decade ago: fabulous 
technique, control and dramatic 
flair, and youthful sensitivity to 
match (hem: in fact the last 
A-donble-plus prodigy, along 
with (be (younger) Siberian vio- 
linist . Maxim Vengerov. Now 
going on 28. Kissin pursues a 
post-prodigy career crowded 
with engagements. 

He found time last Monday, 
though, to play a memorial con- 
cert at the Wigmore Hall for 
Lord Kissin of Camden, who died 
last year: a distant relation and 
recent friend, prosperous bnsi- 
nessman and notable patron of 
the arts. The proceeds went to 
the Yehudi Menuhin SchooL Kis- 
sin played only Chopin*, the Pre- 
ludes of op. 28, the late Barcar- 
nttc and tbe Tnnera! March" 
Sonata, with a generous spread 
of encores. 

He performed superbly in the 
grand Sonata, in which even' 
movement is a pretty broad can- 
vas - even if brief, like the final 
Presto, or with a contrasting 
"middle eight" In the others. In 
each (he pianist has to divine the 
predominant mood according to 
his or her own tights, and sus- 
tain it with brilliant pianism. 
Kissin gave ns a tense, nervy 
first movement, a thunder-and- 
lightning Scherzo, a tautly 
restrained “Funeral March" and 
a virtuoso Presto, pp and fleet 
but preternaturally clear, to 
delight any Chop ini an who likes 
to bear it as a “wind blowing 
over tbe grave". 

The Barcarolle, more sophisti- 
cated and richer in fluid detail, 
sounded too simple here. Though 
Kissin gloried in its crammed 
final pages of chromatic chords 
and counterpoint, his mannered 
rubato at the start hadn’t estab- 
I lished any barcarolle-lilt that 
would carry through. Nor did be 
capture the sense of rapturous 
ongoing narrative that should 
shape the piece. One episode fol- 
lowed another, delightfully but 
almost accidentally. 

Coming so soon after Mitsuko 
Uchida's radiantly mature sur- 
vey of the « Preludes in Octo- 
ber, Kissin’s version sounded 
two-dimensional. The preludes 
with torrents of rapid notes were 
rterrifle, as expected -(except in 
the G-sharp minor, where his 
reckless Presto exceeded his 
powers of articulation); but the 
tone of Chopin’s Prelude-se- 
qnence is above all introspective. 
not least because they must all 
justify their brevity through 
intense, intimate expression. 

In the slower preludes, “beau- 
tifully played" though they were, 
Kissin just wasn't very interest - 
< ing. ms preferred rubato made 
them excessively same-y. His 
“Raindrop" prelude was dull, the 
^ B minor one laborious and the E 
minor un-smooth, the E major 
more plonking than eloquent. 

We missed any exploration in 
close detail, which is what Cho- 
pin’s op. 2S demands and 
rewards. A nicely strung melodic 
line is not enough when each 
densely expressive piece is sub- 
jected to a simple overall plan. 
At 28 and well-heeled, Kissin 
could do himself and all of us a 
great favour by taking a long, 
thoughtful sabbatical and grow- 
ing up. 

David Murray 


Rajmoflf, Dec 18 


VIENNA 

OPERA 

Staatsoper 

Tel: 43-1-51444 2960 

• Aida: by Verdi. Conducted by , 
Vtotti. with a cast including Olga 
Borodina and Maria Guleghina; 
Dec 20 

• Emani: by Verdi. Conducted 
by Seiji Ozawa in a new staging 
by Graham Vick; Dec 22 

• Meftetofete; by Bofto. 
Conducted by Fabio Luisi. Cast 
includes Franco Farina, MichNe 
Crider, and Kurt Rydl In the title 
role; Dec 21 


TV AND RADIO 

• WORLD SERVICE 
BBC Wortd Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

O CNN International 
Monday to Friday, GMT: 

0630: Moneyline whh Lou Dobbs 
13.30: Business Asa 
19.30: World Business Today 
22JXk World Business Today , 
Update 

• Business/Market Reports:' 
05:Q7; 06:07; 07:07; 08:20; 09:20; 
1020; 11.-20; 11:32; 1220; 1320; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 



PHILIP STEPHENS 


Facing the tyrant 

Bombing Iraq is now the oniy way left to contain - and, 
with luck, remove - Saddam Hussein . 


It’s a wicked ploy by Bill 
Clinton to save hi s 
presidency. Murderous 
testimony to the dangers of 
a world at the whim of a 
single superpower. A gesture 
as futile as It inhumane. 
These are all thoughts 
running through the minds 
of reasonable people as they 
watch the bombing of Iraq. 

We can understand why. It 
is heard said in Washington 
that this latest attack was 
choreographed to rescue the 
US president from 
impeachment, w illiam 
Cohen, the Republican 
defence secretary, insists 
otherwise. So too, and with 
some passion, does Tony 
Blair, Mr Clinton’s British 
ally. Newt Gingrich is 
surprisingly supportive. 

Those who have followed 
events know also that air 
strikes have been implicit in 
Anglo-American policy for 
several months, if not for a 
year. And the imminent 
arrival of the Moslem holy 
month of Ramadan imposed 
real constraints. In the 
present atmosphere, it 
hardly matters. Whatever 
the truth. 1 doubt Mr Clinton 
will ever shake ofT the 
suspicion that this was a last 
desperate throw. 

Filter out, though, the 
inevitable political static and 
the same two stubborn 
questions present 
themselves. The first of - 
these asks whether, given . 
the chance. Saddam Hussein 
would requip himself with 
weapons of mass 
destruction. The second 
inquires if the Iraqi leader 
would use such lethal force 
to threaten and, quite 
probably, attack his 
neighbours. 

Without a crystal ball we 
cannot know for certain. But 
my strong impression is that 
even those who oppose the 
latest strikes tend to answer 
both questions in the 
affirmative. And here we 


reduce the debate over 
military action to its core. 
How best can the 
international community 

contain the threat posed by 
the Iraqi regime to regional 
and International security? If 
Mr Saddam is not to be 
attacked, what is to be done? 

It is true that those of us 
who lend support to 
bombing do so with a sense 
of grim resignation. We 
cannot dismiss the human 
suffering ami the grave 
political risks that lie behind 
those glib television images 
of missile trails and tracer 
shot turning night into day 
over Baghdad. Pace the 
tabloid press, there Is no 
glory to be had in “zapping" 
Mr Saddam. We have been 
here before. Too many times. 

And this time there is no 
going back. We can hope 
against hope that one of 
those supposedly 
super-intelligent missiles 
obliterates the Iraqi leader 
and thus liberates his 
people. But we cannot count 
on it. More likely he will still 
be there, safe in his bunker, 
when the bombing stops. 

And as determined as ever 
to rebund his stocks of germ 
and chemical weapons. 

The threadbare pretence 
that the Iraqi leader is 
someone with whom the 
international community 
ran do business has been 
exploded with the bombs. It 
is possible, just, that the 
United Nations weapons 
inspectors headed by 
Richard Butler will 
eventually return to 
Baghdad. But that would be 
tokenism. We are beyond 
deals. Sanctions will remain 
in place for as long as Mr 
Saddam Is there. The 
prospect Is of a permanent 
economic blockade 
punctuated by occasional 
military strikes. 

This grim prognosis has 
lain at the heart of 
Anglo-American policy for 


some time. The product of 
the cynical cat-and-mouse 
game that Mr Saddam has 
been playing with the UN 
inspectors, it long predates 
this week’s air strikes. 

Even as they stepped back 
from the brink three times 
within a year, Washington 
and London gave up on the 
idea that Mr Saddam might 
at some point allow the 
inspectors to carry out the 
tasks allot ed them at the end 
or the Gulf war. All the 
evidence was otherwise. Mr 
Butler's most recent, 
scathing report on Iraq's 
refusal to co-operate was 
merely the trigger for a 
response that has been long 
anticipated. 

We know too that the 
removal of Mr Saddam is 
now an explicit aim of 
Anglo-American policy. The 
curiosities of US law demand 
that Mr Clinton, deny he is a 
specific target of the present 
operation. But viewed from 
Washington and London, the 
Iraqi leader's death or 
removal offers the only 
plausible end-game. The 
specific targeting of the elite 
Iraqi forces which sustain 
his tyranny has that end In 
minri, 

It is not a strategy with 
which Mr Clinton or Mr 
Blair can feel comfortable. It 
is open-ended. It demands . 
the acquiescence if not the 
enthusiasm of the wider 
International community 
and, most importantly, of 
the Arab world. That is a 
huge and uncertain 
presumption. And as both 
Washington and London 
freely admit, even the 
sustained bombing campaign 
now under way can degrade 
and diminish but not destroy 
Iraq's military capability. 
Little wonder Mr Blair has 
remarked that- he had acted 
with as much regret as 
determination. 

Yet here we must return 
to that central question. 


Those who question the . 
wisdom, the motivation or 
the morality behind military 
action must offer, up the an 
alternative strategy. Some, a 
few ! guess, would say the 
west should walk away. 
Unshackle Mr Saddam and 
trust him to have learned 
from his mistakes. It's a 
response which seems to me 
as as Unmoral as it Is- naive. 

Others say lift or relax the 
sanctions now applied 
against Iraq. A more 
prosperous Iraq would be a 
less belligerent one. I cannot 
understand the logic. The 
Iraqi people starve now 
because Mr Saddam chooses 
not to buy the food and 
medicines allowed by the 
present sanctions regime. 
Why would he spend 
additional resources on 
batter rather than guns? . 

Deterrence is presented as 
a third option. We could 
stafad aside now but warn 
the Baghdad regime that if it 
ever again threatened Its 
neighbours, the west would 
respond with wholly 
disproportionate force. The 
problem here is that such a 
threat would demand a 
certain credibility. Mr 
Saddam would have to 
believe it Yet to retreat now 
would strip Washington of 
that very credibility. 

All these options seem to 
me to miss the most basic of 
points! We can wring our 
hands over the mistakes, 
some grievous, made in 

handling Mr Karirfawi hefara, 

during and after the 1990 
Gulf war. We can argue 
about whether the 
formidable Mr Butler sought 
in his report deliberately to 
accelerate the present crisis. 
But we are where we are. 
The international 
community feces a tyrant . 
with both the will and the 
means (if he is allowed . 
them) to terrorise his Arab 
neighbours and provoke a 
devastating conflagration 
with Israel That feet cannot 
be wished away. 

Bombing Iraq does not 
solve the problem. And we 
should not flinch from the 
truth that it inflicts 
collateral death and misery 
on die innocent But it is the 
only way we have to contain 
the threat of many many 
more deaths. Let's hope that 
chance puts Mr Saddam’s 
name on one of those 
missiles. But if not let’s not 
delude ourselves that there 
is an easier way out 




Till: C.ENTRI 
Of nXCELLENCE 


EXPERT PROFESSIONAL SERVICE AND ADVICE FROM CYPRUS 

When you need the very best professional advice, turn to Cyprus. We're perfectly 
placed to provide you with highly skilled services based on the latest technology. 

The quality of our professionals makes us world class. In fact, Cyprus is one of the 
world's top four countries for the number of graduates per head of population. 
Served by 33 scheduled airlines, we’re easily reached from Europe, the Middle East 
or North Africa, and we can talk directly to 98°i of the telephones in the world. 

We speak not only Greek and English, but many ocher languages. Above all, we speak tine language of 
your business. And we’re ready to help you make it more efficient and more profitable. . 

You can consult our experts personally, or by mail or fax. Our professionals will come to your country 
but better still, why not come to Cyprus? It’s a beautiful place to visit. 

Contact us now for more information, 

MINISTRY OF COMMERCE, INDUSTRY AND TOURISM, 1421 NICOSIA, CY-CYPRUS. 
FAX: 00357-2 375120, Email: mcitrad e@cytanet.com xy 



Out of its Shell 

Robert Corzine explains why the venerable Anglo--Di^choi! group h 

. . announced the biggest shake-up in its ^ # ^ ^ mem . 

of big Oil's -super 


S o dedicated is Royal 
DutcWShell for tak- 
ing the long-term 
view that its plan- 
ning department once 
famously' worked out what 
the company would look like 
in the aftermath of a nuclear 

holocaust. Ia some senses, 
the combination of low oil 
prices, shareholder activism 
and tougher competition has 
been almost as devastating 
for Shell as a nuclear attack. 

This week , the company 
unveiled the most radical 
restructuring in its 91-year 
history: S4.5bn-worth of 
assets will be written off, 
under-performing businesses 
- including 40 per cent of 
the group's worldwide chem- 
icals portfolio - will be sold, 
and capital expenditure will 
be slashed by $5bn. 

“3 am absolutely clear that 
our group's reputation with 
investors is on the line,” 
declared Mark Moody -Stuart, 
chairman. He also used 
phrases such as “executive 
accountability”, a topic 
rarely mentioned by Shell's 
senior management. 

History provides the key 
to understanding why Shell 
finds itself in its present pre- 
dicament, for the company is 
both a product and a pris- 
oner of its past, In a way 
that is unique among the 
world's great industrial 
enterprises. 

While most companies are 
appreciative of their origins, 
CTipn practises a kind -of cor- 
porate ancestor worship. 
Thomas Edison would probar 
bly be bewildered by a board 
meeting at General Electric 
today under Jack Welch; but 
Shell's founders. Sir Henri 
Deterding and Marcus Sam- 
uel would still recognise the 
company they created in 

1907. 

The venerable Anglo- 
Dutch oil group is' almost 
ostentatiously unfashion- 
able. While many other com- 
panies (Including GE) are 
like absolute monarchies, 
with dominant chief execu- 
tives dictating strategy. 
Shell has something like a 
feudal system: local barons 
ran their own fiefs, while 
the CEO is merely first 
among equals (indeed, previ- 
ous CEOs continue to play a 
vital role even after retire- 
ment). 

The result has been a cor- 
porate structure that is, by 
normal standards, most 
unusuaL Even after 91 years, 
the original merger partners 
- Royal Dutch of the Nether- 
lands and the UK's Shell 
Transport and Trading - 
have not quite got around to 
consummating their mar- 
riage. Both retain separate 
identities and shares. Even 
the 60-40 profit split between 
Royal Dutch and Shell Trad- 
ing hammered out between 
Deterding end Samuel still 
stands. 

So too does the informal 
management structure they 
put in place. Although every- 
one, Including Shell’s senior 



staff, talks about the Royal 
Dutch/Shell group, it does 
not exist as a legal entity. 
There has never been a 
group headquarters, or a 
group board of management. 
Attempts over the years to 
create strong executive lead- 
ership by appointing one 
rfiairraan and one frliiof exec- 
utive for both companies 
have been rebuffed. 

In Shell-speak, the word 
“group" refers to a state of 

rntwri a willingness to ali g n 
the interests of the two com- 
panies along a . more or less 
identical path. In modem 
parlance. Royal Dutch and 
Shell Trading are the parent 
companies and holding 
vehicles For a myriad of 
operating companies around 
the world, each of which is a 
separate legal entity and 
each of which reflects the 
60-40 split “It’s like a federal 
state,” says one executive, 
“so at times it's like Texas 
against Washington." 

The “vfrtuaT management 
structure extends to the top. 
The “conference” is the 
name given to meetings 
between the combined 
boards of directors of the 
two companies. It is. widely 
viewed as the single most 
important, body in deciding 
the future of Shell But like 
“the group", it does not 
exist, at least hot in legal 
terms. 

The company's unique 
structure has proved conten- 
tious from a corporate gover- 
nance point of view. Until 
this year it was routine for 
executive chairmen of the 
two! companies to assume 
non-executive directorships 
on their respective boards on 
retirement Advocates of the 
system point to the benefits 
of continuity in a business 
where 30-year .planning Is 
common. Critics say it has 
been a big barrier to change, 
with Former executive chair- 
men able to exert pressure 
on current management 
through their - control of 
“power” committees that set 
pay and select future 
chairmen. 


1^1* w 

league", has lagged badly. 
Since the start of the year. 
Shell’s market capitalisation 
has fallen by 18-9 per cent, 
while Exxon’s has risen by 
21.9 per-cent and BP’s by 13J) 
per cent 

Many analysts have urged 
the company to streamline 
its executive structure. A 
recent report from brokers 
BT Alex Brown argues that 

the collegiate management 
has -served Shell well in the 
past, but today has become 
part of the problem - reduc- 
ing accountability, blurring 
responsibility and increasing 
costs". 

Over the past week Shell 
has said it is to make Indi- 
vidual executives more 
accountable, with Mr Moody- 
Stuart expected to emerge 
over time as a true chief 
executive rather than merely 
Critics also say it has the first among equals on 
helped prolong the influence the committee. He cJso con- 
of “national barons”, firmed that “there will be no 
another of Shell’s unique sacred cows as bfieu 
features. For many decades 
the spread of strong national 
operating companies that 
identified closely with the 
countries in which they did 
business was' viewed as one 
of Shell's .main attributes. 

But it also gave rise to pow- 
erful fiefs, many of which, 
especially in northern 
Europe, have resisted 
change. Their national orien- 
tation also made it more dif- 
ficult for Shell to compete as 
markets became more 
regional and global In char- 
acter. especially in refined 
oil products and chemicals. 

The closure earlier this 
year of the national head- 
quarters In the UK. the 
Netherlands, France and 
Germany was semi as a sign 
that the current boss, Mr 
Moody-Stuart. had finally 
tamed some of the most 
- recalcitrant barons. 

The strong national com- 
panies have also contributed 
to what is probably the sin- 
gle most important source of 
Shell's present performance 
problem: a chronic misallo- 
cation of capital. National 
chairmen have always 
demanded their share of the 
capital . • budget: Until 
recently the collegiate man- 
agement of the committee of 
managing directors, the five- 
member executive commit- 
tee that runs the group 
along cabinet lines, proved 
unable to resist them. 


The collegiate manage- 
ment has also dithered over 
tough decisions on whether 
to sell or close problem busi- 
nesses: “Too often in the 
past we've said let's spend a 
bit more time and a bit more 
capital to fix this business," 
said Mr Moody-Stuart 
But in too many cases that 
fix never occurred, a fact 
which the markets have not 
failed to notice. Recently. 
Shell's performance relative 
to its arch-rivals Exxon and 
British Petroleum, whose 
planned merger with Amoco 


restructures. “If we see 
things that get in the way. 
whether they are individuals 
or fundamental structures, 
well change it." he said. 

Mr Moody-Stuart's blue- 
print for Shell centres on 
greater control over capital 
and improving performance. 
Under Shell's new regime, 
problem businesses that can- 
not be repaired quickly will 
be sold or closed. In essence 
Shell wants to do to itself 
what Exxon and BP plan to 
do to Mobil and Amoco, their 
respective junior "merger" 
partners. Shell believes it 
can make S2.5bn in annual 
cost savings and productiv- 
ity improvements out of its 
pared down assets by 3001. 
These savings are similar to 
those that Exxon Mobil and 
BP Amoco aspire to get from 
their combined entitles. 

Can Mr Moody-Stuart suc- 
ceed In such an ambitious 
task? Shell would certainly 
benefit from change. The 
trouble is, paradoxically, 
that the “crisis" at the com- 
pany may not be deep 
enough to trigger fundamen- 
tal change in such a 
tradition-bound organisa- 
tion. Unlike other recent cor- 
porate turnarounds (such as 
BP in 1992). Shell is not in 
financial distress. It has bil- 
lions of dollars in the bank 
and there is no short-term 
threat to its dividend. 

The desire by Mr Moody- 
Stuart to take the best of 
Shell's old structure and cul- 
ture and blend it with a new. 
more commercially savvy 
and accountable core, is 
admirable, but many wonder 
whether it means he will shy 
away from taking tough 
decisions: “There is an 
obsession [among outsiders] 
about our structure." he said 
this week. “But the impor- 
tant issues are behaviour 
and action." That may be so, 
but Shell has yet to prove 
that the one does not limit 
the others. 


LETTERS TO THE EDITOR 


These loud lamentations are hastening recession 


Prom Uese S. TUmburrino. 

Sir, Our firm has recently 
completed a significant 
amount of work with British 
companies, assisting them in 
locating lucrative markets 
largely within the US. In the 
course of this work we have 
naturally spent time in 
Britain and have had the 
occasion to read scores of 
articles heralding im pending 
doom. 

Even though the world’s 
economic health is declining 
and will perhaps sink lower 
before beginning to recover, 
1 am nevertheless astounded 
by the depth of despair evi- 
dent in British publications. 
Moreover, I am concerned 
that the louder the lamenta- 


tions, the greater the likeli- 
hood of self-fulfilling proph- 
ecy. Perhaps none of our 
international clients are as 
hell-bent on talking them- 
selves into a fully-fledged 
recession as the British. 

Recognising that 
Ame ri cans -are viewed with 
suspicion as overly optimis- 
tic (and perhaps even fool- 
hardy), let me make a few 
points before my letter is dis- 
missed out of hand. We here 
in the US enjoy the remark- 
able support of the Federal 
Reserve; yet in the UK, the 
Bank of England’s response 
appears to be “non-interven- 
tion". allowing business to 
take care of itself with little 
governmental support. Presi- 


dent Bill Clinton will do 
what be can to light a fire 
under the Japanese; by the 
same token. Tony Blair’s 
government might do well to 
be less laissez-faire and more 
pro-b usiness . 

What is more, in scores or 
interviews with British busi- 
ness people - many of whom 
are as astute as any in the 
world - we find a persistent 
desire to chase the hot. sexy 
(but volatile and expensive) 
options in the world. While 
the Asian. African. Middle 
Eastern and other relatively 
risky markets beckon, the 
US remains completely and 
utterly untapped by many 
British companies. In our 
experience, these companies 


need only conduct research 
and reshape product parame- 
ters to have a product that 
can suddenly appeal to a 
market more than 260m 
strong. 

The US economy should 
have been a safe haven for 
many of the British interna- 
tional investors. It may be 
their salvation In the coming 
months if they are wise 
enough to act quickly. 

Liese S. Tamburrino, 
president, 

Camden Partners 
International, 

18-2 East Dundee Road. 
Suite Z00, 

Barrington, 

Illinois 60010, US 


Ethical values need shareholder support 


From Mr David G. N. Alder. 

Sir, Greg Mclvor f ‘World 
Pulp and Paper”, survey, 
December 7) rightly high- 
lights the dilemma faced by 
chief executive officers try- 
ing to improve both profits 
and environmental perfor- 
mance. This problem is not 
unique to the paper indus- 
try. erf course. 

Most CEOs inevitably 
think in financial terms 
when addressing “share- 
holder value”. But there is 
the Intangible “ethical 
value” too. .Many sharehold- 
ers - and this should apply 
to most institutional share- 
holders too - prefer to own 
shares in businesses they 


admir e; it fa not always just 
a matter of return on invest- 
ment - even though tins nat- 
urally remains critical. 

Businesses with a serious 
environmental policy should 
report their annual invest- 
ment, and its cost to share- 
holders, to put. this policy 
Into effect, If,- for example, 
raw materials cost X per 
cent more '-to be significantly 
“greener", this should be 
clearly stated, and share- 
holders asked for support. 
Too many businesses, hav- 
ing made the environmental 
investment needed, still 
have to compete like-cr-Hke 
with those who have not. 
How many buyers have ever 


had environmental ■perfor- 
mance written Into their job 
description to back up the 
corporate environmental pol- 
icy? Without this, the policy 
fa meaningless. 

Unless responsible busi- 
nesses co-operate in this 
area, and get shareholders 
alongside them in the pro- 
cess; there will never be a 
dividend in environmental 
excellence. We would all suf. 

fer as a result 

David G.N. Alder, 
consultant, 

58 Monument ljmi> 

Chalfont St Peter, 

Gwards Cross, 

Bocks SL9 OHX, UK 
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Returning soon 
to Commission 

From Mr Mark Cantley. 

Sir. The article “Seeds of 
self-destruction" (December 
15) was incorrect in describ- 
ing me as working “at the 
European Commission". 
Though I shall restart work 
there in January, I have 
been head of the biotechnol- 
ogy unit in the directorate 
for science, technology and 
industry at the Organisation 
for Economic Cooperation 
and Development 

Mark Cantley, 

131 rue Verbist 
1030 Brussels, 

Belgium 
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The system of cross- 
shareholdings and mutual finan- 
cial obligations operated by 
Japan’s keiretsu industrial groups 
has demonstrated many merits. 
But it cannot work without high 
rates of economic growth and ris- 
ing stock markets. Neither of 
these things has been apparent 
for the best part of a decade. 

With the economy now shrink- 
ing and the stock market at little 
more than a third of its peak, the 
return on cross-sharehol ding s is 
dismal. Capital gains have dis- 
appeared, yet dividend yields 
remain low. Meanwhile, the 
mutual obligations to prop up 
other members of the group are 
becoming more burdensome. 
Small wonder the equity ties are 
unravelling, especially in those 
sectors under most financial 
pressure^ And now the implicit 
contract that requires the strong 
to support weaker group 
members is loosening. 

The latest evidence conies in 
the shape of a refusal by vehicle 
giant Toyota to acknowledge any 
obligation to help recapitalise 
Sakura Bank, a fellow-member of 
the Mitsui keiretsu. According to 
Toyota, its relations with fellow 
members of the Mitsui family 
will in. future be governed by 
economic rationality. Given the 
strength of Toyota's balance 
sheet, this means, very crudely, 
that the company cannot foresee 
circumstances where it will need 
the support of its Mitsui blends. 
But it can see potential for 


repeated calls on its own bank 
balance. Hence the blunt refusal. 

Coming from Japan's largest 
and most successful vehicle man , 
ufecturer. this is symbolic. But it 
does not mean that the whole 
system of informal relationships 
will collapse In short order. Few 
in Japanese industry can feel the 
same confidence as Toyota in 
their ability to cut their keiretsu 
ties with impunity. 

Yet there is bound to be con- 
tinuing attrition, not least 
because many big Japanese com- 
panies think globally. They 
aspire to generate returns that 
match global standards and have 
a lesser incentive to help smaller 
and slower domestic boats in the 
convoy. The difficulty is that this 
can exacerbate the financial 
plight of the banks and the wider 
corporate sector. 

Retail investors in Japan are 
by now too disillusioned to buy 
much equity. So unless foreign- 
ers are willing to fill the gap. the 
sellers depress the market fur- 
ther. This in turn reduces the 
lending capacity of the banks 
because it shrinks their capital. 
And as the strong companies cut 
loose, the Implicit contingent lia- 
bilities in the rest of the corpo- 
rate sector increase, except to the 
extent that the state injects 
capital through bailouts. 

The transition from the old 
Japanese model to what Toyota 
calls . economic rationality will 
thus be slow and painfiiL But it 
is also inescapable. 


Banana split 


illicit 


The World Trade Organisation's 
dispute settlement mechanisms 
are the closest there is to a global 
economic coart. As with any 
fledgling justice system, many of 
the rules and procedures are still 
unclear. The European Union’s 
dispute with the US over trade in 
bananas offered an early opportu- 
nity to strengthen the system by 
clarifying its ambiguities. 
Instead, both sides seem bent on 
testing it to destruction. 

The argument is over whether 
the EU has done enough to mod- 
ify its banana regime, which 
favours imports from Africa, the 
Caribbean and the Pacific, to 
comply with a WTO disputes 
panel ruling against it Washing- 
ton says not. claiming the regime 
still discriminates against US dis- 
tributors of Latin American fruit 
The US is preparing to impose 
retaliatory sanctions on EU 
exports early next year. However, 
the legality of its threat is dubi- 
ous, because no WTO panel lias 
ruled against the amended 
regime. The US has called for an 
accelerated panel hearing on the 
issue, but has failed so far to 
obtain the EU's assent 
If the US seems recklessly to be 
taking the law into its own 
hands, the EU looks stubbornly 
intransigent It has resorted to a 
variety of procedural ruses and 
lawyers' tricks, which have effec- 
tively thwarted repeated US 
requests for an accelerated pane} 
hearing, Provocatively. Brussels 


5s now asking that a disputes 
panel be instructed to find that 
the regime conforms with the 
rules, because it has not been 
challenged in the WTO. 

At the' very least, the protago- 
nists* ill-tempered recriminations 
may blight the atmosphere at 
today's summit between US Pres- 
ident Bill Clinton and EU leaders 
In Washington. Still worse, the 
poison threatens to infect the 
wideT US-EU relationship, 
already strained by tensions over 
other trade issues and the impact 
of the global economic crisis. 

To prevent that, the two sides 
should rapidly agree to have a 
WTO panel judge the regime’s 
compliance. In addition, the US 
must suspend its sanctions 
threat. Only an impartial panel 
hearing, conducted without con- 
ditions or political sabre-rattling, 
can hope to settle the issue defin- 
itively and dear the air. 

Unfortunately, the threat of 
impeachment risks severely lim- 
iting Mr Clinton’s room for man- 
oeuvre. it is up to the EU to take 
the initiative by proposing a 
mutually acceptable solution. 
Brussels needs to stop treating 
the dispute as a cross between a 
political virility contest and a 
squalid legal bcua fight If the EU 
really believes in a stable part- 
nership with the US and the 
importance of the multilateral 
system, now is the time to show 
it through some enlightened and 
creative statesmanship. 
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T here is a grim inevita- 
bility about the sight of 
cruise missiles raining 
down on Iraq. Saddam 
Hussein's defiance, provoking 
four confrontations over UN 
weapons inspectors in the past 
year, made everything except the 
timing of military retribution all 
but certain. But much less cer- 
tain. now as in crises past, is 
what the US and UK can plausi- 
bly expect to accomplish. 

As the missile ex pfogjpy* and 
Iraqi anti-aircraft fire light up the 
night sky over Baghdad, govern- 
ments in Washington and Lon- 
don are still struggling to convey 
that thetr strategy for dealing 
with the Iraqi despot amounts to 
more than shots in the dark. 

For the most part. American 
and British leaders have empha- 
sised they are going after two 
goals: the Saddam regime's chem- 
ical and biological weapons 
capability, and its military and 
intelligence machine. They nev- 
ertheless appear to be harbouring 
half-formulated ambitions that 
this operation could bring the 
Iraqi dictator down. 

“Our objectives In this military 
action are dear," said Tony Blair, 
the British prime minister, 
announcing the strikes: "To 
degrade his [Mr Saddam's] capa- 
bility to build and use weapons of 
mass destruction, and to dimin- 
ish the military threat he poses 
to his neighbours." 

In this formulation, “degrade 
and diminish" is the response to 
what White House officials call 
the Saddam tactic of "cheat and 
retreat" - not for nothing Is the 
operation called Desert Fox. The 
Iraqi leader has consistently 
pledged compliance with UN- 
mandated obligations to disman- 
tle his nan-conventional arsenal, 
then obstructed the work of 
weapons inspectors enforcing the 
resolutions, but backed down just 
before - last month literally min- 
utes before - the US responded 
militarily. 

Having marched its troops up 
the hill, and then back down 
again, four times since last 
autumn, the US clearly also Celt 
the need to salvage its credibility. 
As President Bill Clinton 
explained in his Wednesday TV 
address to the nation, “if Saddam 
can cripple the weapons inspec- 
tion system and get away with it, 
he would conclude that the inter- 
national community, led by the 
United States, has simply lost its 
will”. But beyond demonstrating 
a willingness to punish defiance, 
what credibility does the US-UK 
policy towards Iraq have? 

Bombing, as both proponents 
and opponents have agreed, has 
been less effective in uncovering 
Mr Saddam's weapons of mass 
destruction than inspections by 
the UN monitors {Unseam}. The 
charge against Baghdad, more- 
over, is that the regime has suc- 
cessfully concealed the remnants 
of its arsenal from the inspectors 
on the ground. There is under- 
standably widespread scepticism 
therefore that such hidden 
cadres of chemical and biological 
agents can be successfully tar- 
geted from the air, or by missiles 
la unched from the US armada in 
the Gulf 

AQ the same, the Unscom oper- 
ation appears to have reached the 
limits of what it can achieve. 
First, it depends on Iraqi co- 
operation, and seems to have hit 
the waB of Mr Saddam's determi- 
nation to hang on to what is left 
of foe sinister arsenal that is part 
of the mystique of his power. Sec- 
oud, Unscom has run into politi- 
cal trouble. The UN has period!- 


Shots in the dark 

David Gardner argues that the wish to overthrow Saddam Hussein is emerging 
more clearly from the fog of strategy in dealing with Iraq 



cally to remind Richard Butler, 
its pugnacious chairman, to stay 
out of politics. Scott Ritter, its 
former chief inspector, has 
explained his dependence on 
Israeli intelligence and is under 
investigation by the FBI for espi- 
onage. Third. Security Council 
members such as Russia and 
France complain that its activi- 
ties are choreographed By Wash- 
ington to justify sanctions and 
periodic military strikes. 


both erf which had been inspected 
by Unscom. 

Mr Saddam’s is not a one-man 
or one-ftamily rule. Like other 
regimes in the region, his 
depends on a co-opted elite. As 
Desert Fdx Is pursued in coming 
days, the other underpinnings of 
the regime - such as the elite 
Republican Guard, weapons con- 
cealment units, possible arms' 
manufacturing facilities, and 
other Iraqi intelligence units - 


being of his people, the peace of 
his region and the security of the 
world. The best way to end that 
threat once and for all is with a 
new Iraqi government - a gov- 
ernment ready to live in peace 
with its neighbours, a govern- 
ment that respects the rights of 
its people." Yesterday, Mr Blair 
chimed in: “We look forward to 
the day Iraq has the government 
it deserves." 

Military briefers in both the US 


'Change, when it does come, often comes suddenly, and at 
unexpected times. Change will come to Iraq, at a time and in a 
manner that we can influence, but cannot predict 1 


- So with Unscom now seem- 
ingly out of the picture, with air 
strikes unlikely to complete its 
job. and with Mr Saddam’s ability 
to threaten his neighbours dimin- 
ished by the inspections and 
eight years of sanctions which 
have cost Iraq JlSObn in foregone 
on revenue, what are foe current 
raids really aiming at? 

Their target appears to be Mr 
Saddam’s regime as a whole and 
the infrastructure which keeps it 
In power. Yesterday, Iraqi foreign 
minister Mohammed al-Sahaf 
confirmed that the first day’s 
strikes had bit the headquarters 
in Baghdad of military intelli- 
gence and the security police, 


are likely to be targeted- The 
avowed aim of all this remains to 
weaken Mr Saddam's ability to 
threaten bis neighbours. But it is 
beginning to look just as much 
like an attempt - alhelt half- 
hearted and confiding as much in 
luck as in wfll - to topple him. 

Since foe stand-off with Bagh- 
dad in mid-November, Washing- 
ton, echoed modestly by London, 
has repeatedly raised foe pros- 
pect of removing Mr Saddam, 
without explaining how this 
might come about 

On Wednesday night, Mr Clin- 
ton said: “The hard feet is that so 
long as Saddam remains in 
power, he threatens the well- 


and the UK deny that Desert Fox 
is either aiming at or could 
achieve this widely desired out- 
come. General Sir Charles Guth- 
rie, UK chief of defence staff; said 
yesterday that the operation was 
“not designed to kill, capture or 
remove Saddam Hussein. Iraq is 
an enormous country and it 
would take many thousands of 
troops In a land campaign to 
have any chance of succeeding in 
that." 

Nevertheless, US and British 
officials sometimes give the 
impression of hankering back to 
foe end of foe Gulf war in Febru- 
ary 1991, when a huge land army 
of American, European and Arab 


troops passed up the chance to 
unseat Mr Saddum. fearing that 
Iraq would disintegrate and 
destabilise the region. 

Since then, the desire to get rid 
of Mr Saddam has been tempered 
both by fear that someone even 
worse might replace him and by 
a calculation that his regime is 
loo strong to be toppled by its 
opponents. 

These worries led the Gulf war 
coalition to look on in passive 
hope when the Kurds in northern 
Iraq and the ShiVi in the south 
ruse up shortly afterwards: Mr 
Saddam drowned in blood these 
failed attempts to break free. 
Later, the US used the CIA to 
underpin the opposition Iraqi 
National Congress in the Kurdish 
“safe haven" but this ended in 
humiliation. One of the opposi- 
tion's key components - the 
Kurdish Democratic Party - 
allied itself with Mr Saddam in 
urder to take on a rival Kurdish 
militia - and Washington’s allies 
collapsed in disarray. Cruise mis- 
sile attacks at the time did noth- 
ing to diminish the scale of this 
disaster. 

In recent weeks Washington 
and London have devoted 
renewed attention to the Iraqi 
opposition. Bui experience will 
have left them with few illusions 
about the cohesion of the - by 
the Stiue Deportment's count - 
73 different groups, or their 
chances of survival under Mr 
Saddam's ruthlessly efficient 
tyranny, 

Instead, with Desert Fox, the 
hope seems to be that the regime 
will be seriously eroded - or even 
imploded. “Change, when it does 
come, often routes suddenly, and 
at unexpected times." Sandy Ber- 
ger. the US national security 
adviser, said this month. 
"Change will come to Iraq, at a 
time and in a manner that we 
can influence, but cannot pre- 
dict-'' it sounds rather as if the 
hope is to use the bombing cam- 
paign to destabilise Iraq in the 
expectation that .something new 
will turn up. 

As a strategy, there is some- 
thing geo-Micawberish about 
this. It unnerves Iraq’s neigh- 
bours and US allies in the region 
such as Egypt and Saudi Arabia, 
who fear that what many see as 
Washington's vendetta against 
Iraq could ignite a popular back- 
lash against the west - and that 
in turn could threaten their own 
positions. Much as they would 
like to see the back of Mr Sad- 
dam. they are also worried about 
who or what might replace 
him. 

One Arab leader, who when he 
first met Mr Saddam in the early 
1970s was chilled when the Iraqi 
put a revolver menacingly on the 
seat between them, underlines 
just bow blood soaked modern 
Iraq’s history has been, and how 
misfired western intervention to 
steer it has proved. From a pro- 
tectorate created by the Euro- 
pean powers in the 1920s, 
through the western-backed 
Hashemite monarchy toppled in 
1958, to the competing nationalist 
and Ba’athist regimes succeeding 
it. the coups, the purges, the 
routinely uncovered “plots" have 
got bloodier and bloodier. 

This Arab leader believes Mr 
Saddam could only be displaced 
from Inside the Iraqi military, 
and that given the past two 
decades of war with Iran and the 
destruction caused by the Gulf 
war and sanctions, he l s unlikely 
to be an improvement: "What 
makes anybody think such a per- 
son will not be even more 
dangerous and vengeful?" 
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Lord Hoffmann, foe law lord, has 
cast a long shadow across 
Britain's final court of appeal He 
failed to declare Iris connection 
with Amnesty International 
before sitting in judgment on 
General August o Pinochet. That 
was a serious mistake. 

Yesterday, five different judges 
unanimously decided to set wide 
the court’s original 3-2 ruling 
denying the general immunity 
from prosecution. It was a deci- 
sion that seemed inevitable from 
the moment Lord Hoffmann^s 
role as chairman of Amnesty* 
charitable arm became public 
knowledge. . 

The court has yet to give its 
full reasons for setting aside foe 
original ruling but the rules seem 

clear. All judicial office holders 
from the lowest to the highest 
are under a duty to disclose any 
connection to a party ^aroseor 

poiential conflict of * 

is to ensure the impartiality of 
the court - and the appearance of 

“TSn£rts objects. judf* 
should’ withdraw, indeed. ^ 
Irvine, the Lord ehanceHo . 
wrote thi* week to 
Wilkinson, the jaw lo^ 

case, these rules should be 
sSSlv observed. It U 
™ that a lawyer of 
Hoffmann's standing and re P^ 
limSd have been unaware 
of his obligations m tins 
regard. 


Lord Hoffmann's actions may 
yet prove, a personal tragedy. 
More broadly, they have called 
into question the future role and 
composition of Britain’s highest 
court. Before . the Pinochet case, 
few outside legal circles would 
have known.- or cared, how 
judges come to be appointed to 
Britain's senior court, or indeed 
how they are chosen to hear indi- 
vidual cases- With the advent of 
devolution and the incorporation 
of the European Convention oh 
Human Rights into domestic law. 
however, such issues will shortly 
assume far greater public impor- 
tance. 

In relation to federal disputes 
in particular, the composition of 
the court is likely to become a' 
significant bone of contention. If 
endless challenges to the compo- 
sition of panels are to be avoided. 

the government needs.' to -estab- 
lish a proper constitutional court. 
This should consist of nine 
judges with, the flexibility to sit 
in panels of three to hear appeals 
on narrow points of law, but 
which sits to full, like the US 
Supreme Court, to hear federal 
and other politically sensitive 
issues. There is also a need far 
greater transparency to now 
judges are appointed. . - 

Lord Irvine. has set his face 
against both a constitutional 
Jurt and a judicial appointments 
commission. If the Pinochet case 
• Sis us anything, it is that ha 
should reconsider his stance as a 
matter of urgency- 


Pfeil in Deutsche’s 
top drawer 

Deutsche Bank’s surprise move 
to split off all Its industrial 
holdings into shiny, new 
independent companies launches 
a new star into Germany’s 
corporate firmament 

Fresh-faced Axel Pfeil, a 
management whizz who made 
his name sprucing up a few other 
of Germany's corporate 
dinosaurs, has been handed the 
task of squeezing more profits 
out of Deutsche's family jewels - 
assets that Germany's biggest 
bank picked up for a song in the 
decades after the war but which 
am now worth billions. 

The 45-year-old earned his 
spurs at Lufthansa, helping 
shake some of the cobwebs from 
what was then a fusty state 
carrier. After that it was on to 
Veba where,' as side-kick to 
chairman Ulrich Hartmann, he 
helped the once-sprawting 
DOsseWorf-based conglomerate - 
become a Tittle leaner and 
meaner. 

He looked keen and ready for 
action this week, even havtog foe 
temerity to correct his boss, 
Deutsche chief Rolf Breuer, who 
understandably tripped tip in his 
explanation of the secretive 
bank's tangled web of industrial 
holdings. 

RfeE can expect lots of action, 
especially if there's any 
substance to foe talk around 
Frankfurt that the restructuring is 


merely a first step In Bernier's 
long-term plan to get rid of the 
Industrial hofcfings altogether. 

Sox appeal 

America prides Itself on its 
aversion to raising taxes, though 
its citizens seem to make an 
exception for sports stadiums. 
Last month Denver’s citizens 
voted for a whopping $260m tax 
subsidy for a new football 
stadium for the Denver Broncos 
to play in - the climax of long, 
careful work by the team’s 
owners to keep public opinion 
onslde. 

So what is one to make of the 
outbreak of peanut wars in 
Boston? 

The baked bean city’s Red Sent 
baseball team has been 
schmoozing with community 
groups around Its elderty Fenway 
Park stadium In preparation for 
moves to build a gleaming new 
ballpark across the road. 

But the Red Sox seem to have 
scored a public relations own 
goal with their Christmas greeting 
to foe pushcart vendors Who 
have been a feature of pre-match 
bustle at Fenway Park for 86 
years. Under Boston local laws, 
adjacent property owners have to 
give consent to street vendors. 
The baseball team says it wants 
its vendors moved away. 

The official line is that the 
pushcarts create traffic. - 
congestion and litter problems. 
Sceptical citizens erf foe home of 
foe crab and the cod think it may 


have more to do with removing 
competition for snack 
concessions inside the ground. 

Local councillors think they, 
should decide what happens on 
the public highway aid are lining 
up to condemn the Red Sox 
management, which has already 
upset fans this year by letting 
star hitter Mo “Hit Dog" Vaughn 
go to California. Not a good start 
to a stadium campaign. 

In the frame 

Dennis Kuantah is off the wall. 
The man blamed tar Cleveland 
becoming the first US city to go 
Into default since the Depression 
is the only former mayor not to 
have his portrait in City Hall. 

Portraits of Cleveland's other 
former mayors hang In the 
imposing Red Room, but 
paintings are often removed for 
cleaning and the lack of a 
Kudnich portrait has only 
recently been noticed. It turns 
out that foe city doesn't fund the 
paintings - they're all paid for by 
local companies, and Kuctnich 
wasn’t exactly a hero of 
Corporate Cleveland. 

The "Boy Mayor" was elected 

In 1977 aged 31. the youngest 
bJg-dty chief In the US. But his 
bombastic, populist style led to 
some real fireworks - like the 
time he fired Cleveland's police 
chief on live television. He 
clashed frequently with business 
leaders and In 1979 allowed the 
city to go into default rather than 
submit to corporate pressure to 


privatise Cleveland's electricity 
utBrty. He lost office soon after. 

Now political allies are trying to 
raise $25,000 for a portrait of 
Kucinich to join the gang in the 
Red Room. 

As for the ex-mayor, he won a 
seat in Congress in 1996 - at the 
fifth attempt - and has made 
something of a reputation as a 
humorous speaker. One routine, 
much admired by Al Gore, 
praises the polka, bowling, and 
kielbasa (a sort of Polish 
sausage) as the three pillars of 
civilisation. For a vegetarian, that 
really is off the wall. 


Strapped 


Germany's association of 
chambers of trade and 
commerce, foe D1HT, has found 
an apt way of reminding Bonn's 
new Social Democrat political 
establishment that structural 
reform cannot be pushed off the 
agenda. 

As Christmas presents, it is 
sending out adjustable leather 
belts, For those wanting to slim 
down, it suggests cutting a few 
centimetres off the end. 

Is it a swipe at Oskar 
Lafontalne, the finance minister? 
Lafontaine is certainly better 
known for his expansionist 
economic tendencies than plans 
for supply-side reform. But the 
finance minister denies he can be 
categorised so easily. "I'm too 
bulky to be slotted onto a shelf ’ 
he said this week. Sounds like a 
belt might be useful. 


50 years ago 

ItaHan Plan For 
European Union 
Rome, Dec. 17. It is officially 
j announced here that Count 
Sforza will meet M. Schumann, 
the French Foreign Minister, 
on Monday at Cannes. The 
two Foreign Ministers will 
discuss the Italian plan for a 
European Union. They wiU be 
accompanied by the Italian 
Ambassador to Paris and by 
the French Ambassador to 
Rome. 

No Agreement On 
German Statute 
Frankfort, Dec. 17. No 
agreement on the occupation 
statute of Western Germany, 
which is to define foe limit of 
Allied Authority towards the 
future German state, was 
reached by the three military 
Governors who met here 
to-day. They also discussed 
to-day proposals for a unified 
customs organisation to to 
prevent large-scale smuggling 
going on between Western 
Germany and foe rest of 
Europe and Eastern Germany. 

Polish Agreements 
Warsaw, Dec. 17. Two trade 
agreements have been signed 
here, one with Denmark and 
the other with Rumania. The 
agreement with Denmark 
provides for an exchange of 
$62 milfions worth of goods 
next year. 
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Phoney war 


The bombs in Baghdad are real enough. 
But investors, apparently, could not care 
less. Most of the world's stock markets 
traded calmly higher yesterday. As a first 
assessment, that looks about right. A few 
localised air strikes will not affect tbe 
global economy. 

Oil stocks jumped temporarily. In real- 
ity. however, significant supply restric- 
tions are unlikely. Neither a United 
Nations ban on Iraqi oil exports nor a 
move by Saddam Hussein to disrupt oil 
supplies in other Arab countries seem 
likely. But neither should the markets be 
too optimistic: this military attack does 
not really reduce the chances of President 
Bill Clinton's impeachment. 

There could, however, be a delayed hit 
to the markets, since this incident raises 
fresh concerns over the quality of US 
political leadership. Investors are already 
worried about the US government's abil- 
ity to deni with any new crises while the 
President remains mired in the impeach- 
ment process. Furthermore, the last two 
days have revealed an unprecedented lack 
of unity between Congress and the White 
House at a time when politicians usually 
manage to close ranks, if only for patri- 
otic show. There is also a danger that it 
will emerge that the attack on Iraq was 
motivated by domestic political factors. In 
that case. President Clinton could find 
himself in much more serious difficulty. 
At the moment, however, the betting 
must still be that he survives to serve out 
his term. 

Ironically, politics may have distracted 
the markets from rapidly deteriorating 
fundamentals. The US and much of 
Europe will see minimal earnings growth 
next year and profit warnings have 
started to multiply. In the US, nine of the 
30 blue chips in the Dow Jones Industrial 
Average have issued downbeat news. That 
hardly squares with a market trading on 
25 times estimated earnings. 
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Bertelsmann/EMI 


How likely is a deal between Bertels- 
mann. the fiercely private German media 
giant, and EMI? In strategic terms, merg- 
ing Bertelsmann Music Group, the small- 
est and most unprofitable of the Big Five 
majors, with the struggling number four, 
would make a lot of sense. True, BMG has 
plenty of scope to improve margins inter- 


nally without needing to extract addi- 
tional merger synergies. And its manage- 
ment looks weaker than EMI's, notwith- 
standing the UR group's lack of a chief 
executive. But as competitors consolidate 
and the music market weakens, there 
would be a golden opportunity to take out 
easy costs. 

Valuation, however, is a major stumb- 
ling block. After holding out in vain for a 
700p-per-share offer from Seagram earlier 
in the year, EMTs managnmAni cannot 
understand why its shares are now valued 
at just 360p. And Bertelsmann, probably 
rightly, does not believe they are worth 
even that So unless Bertelsmann could 
get EMI's agreement to a deal at below 
the current rumour-inflated market price 
- which seems improbable - it is unlikely 
to bid. 

Even if that agreement were forthcom- 
ing, financing a £4bn-plus ($6.6bn) 
acquisition, assuming a reasonable pre- 
mium and EMI's debt would be uncom- 
monly difficult. 

Bertelsmann's recent acquisitions - 
Random House, half of barnesandno- 
file.com. and Springer - have left it in no 
position to gear up for a cash bid. Raising 
new equity from its main shareholders - 
the majority of shares are in trust - is 
impossible. And asset sales are unlikely. 

That leaves a joint venture as the most 
plausible solution. From Bertelsmann's 
perspective, however, this would be less 
than ideal. 

Given the relative profitability of the 
businesses, Bertelsmann would end up 
the junior shareholder and without its 


CONTENTS 


News 

Features 







World Trade News 8 


UK News 14 

has 17 

Weather 2Q 

Arts Guide..—. .... 17 



Riot squads in Indonsata fired shots whan studant demonstrators 
demanding reform triad to storm parftament ki Jakarta. Page 13 


Crossword Puzde 

36 

Companies & Finance 

Brepean Company Mews 

22 

Asia-Pacific Company News — 

24 

American Company News 

25 

international Captei Ma/tets 

— 34 

Markets 



- 34 

Band futures and options 

— 34 

Short term mterest rates 

....... 35 

US interest rates 

34 


a«f 


35 

F17S&P-A World indices 

43 


33 

World stock marirtf repens 

— 46 

Wdrtd stock marks Hstfeigs 

— 43 

London share service 

.. 40A1 

FTSE Actuaries IK stare maces 

42 

Dividends announced. UK 

— 28 

Managed funds service 

37-39 

Commodities 

...... 36 


FT.com 


FINANCIAL TIMES 


Directory of online services 
via FT Bedronrc Publishing 


FXxees la FtaxU Urn* mb stat oofte 
news, comma* aed anSjrsk. 

tip&mm FTxam 
TS» Atkin: mftwachtectf tadcJnuarfM 
n w nrw dn i ii Jay 1996. 

M p dh — Mdm FTxm 
MaagaWntlBB HnnaattMi dn 
ml tnlra (VdafeiQ. 

FT Mad Mrs* Santa Mm ortotau of 
■aul or Mats repots ad acnm <rf 1200 
UR da 

k&tormr&xar/K** *xn222aJm 

ft Brar ®*3oiy 

h O ptf mm ftcaaMo mW afrAto 
CSjta Dae to gd Sara pricn M naM 
reports by ftpuni mta tmtad c. 


SareqKddaltdlsnScaniingafSiWiunwL 

WtffanrJL ca HiH M i tyeiZ SSSMB 


FT WEATHER GUIDE 


Europe today 

Scandmavta wrfl be branny and 
urwotttea. with west- facing 
mountains and coasts staying did 
and wot, and sMterod areas to 
The east of mountains staying 
mairfv fins and dry. Western 
Russia win have some snow, but 
this will turn increasingly to drizzle 
from the west as it becomes 
milder. Southern and central 
Europe wiH be mainly dry and 
settled, but many places will start 
foggy. The eastern Mediterranean 
wiD hare ram and thunderstorms. 

Rve-day forecast 

Western parts ot Europe win 
become much colder over the 
weekend with snowfalls over the 
Alps and the Pyrenees. The 
western Mediterranean wfl become 
unsettled next week with rain and 
thunderstorms. Scandinavia will 
become mainly fine and dry. 
with lighter winds on Sunday and 
Monday. 
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EU budget revolt threatens 
authority of commissioners 


accustomed management control Worse 
still, putting one of its core businesses 

into bed with, a UK pic would mean allow- 
ing the Icy winds of the capital markets to 
course through Bertelsmann's Gtttersloh 
fastness. Better that, though, titan letting 
a nimbler financial buyer do the deal first 


By Neil Buddey in 


It is no surprise that some US Investors 
are restless about BTR’s plans for an 
£8.4tm ($i4bn) merger with Siebe. BTR is 
paying the price for an influx of US fond 
managers who had probably gambled that 
a simple takeover would provide a quick 
profit. Investors had not bargained on a 
no-premium merger. 

The Siebe deal was not BTR’s only 
option, but it was the easies t. Eve n after a 
£5.3 bn disposal programme, BTR was fac- 
ing a long slog back to favour unless it 
took more radical action. It could have 
released value by selling the automotive 
and specialist engineering divisions to 
concentrate on controls, but this would 
have required patience and most break-up 
valuations come out at no more thaw 25 
per cent above yesterday’s share price. 
Nor does any buyer seem to have been 
prepared to take on the whole group - 
though BTR only seems to have pursued 
this option very passively. 

The merger raises more interesting 
questions for Siebe. The tacit admission 
that organic growth Is slowing has made 
Siebe itself look vulnerable to a bid - 
something unthinkable only mmithq ago. 
Buying BTR for no premium has an 
opportunistic appeal but it is not obvi- 
ously the best deal Siebe could have 
struck. A takeover by Emerson Electric 
may have foundered on personality 
clashes in the boardroom, but the chance 
of extracting a premium from its rival 
should have been fully explored. With 
Tyco in expansionist mood, and other 
companies conscious of the pressure to 
consolidate, a bid for Siebe cannot be 
ruled out Any would-be predator should 
pounce before the merger Is completed in 
February to get hold of Si ebe w ithout 
having to take on the entire BTR portfo- 
lio. 

In the meantime, Siebe and BTR both 
have work to do to convince investors 
that they have not let better deals go by 
default. 


The authority of tbe European 
Commission was attacked yesterday 
when members of the European par- 
liament refused to approve the EtTs 
1996 budget spaiding and proposed a 
vote of censure against the 20 com- 
missioners. - 

The tough action reflected the par- 
liament’s unhappiness at .the Com- 
mission response to allegations of 
fraud and migmanagemen * within 
the EtTs Brussels-based executive 
arm. 

This is only- the fourth time since 
the first European parliament was 
elected in 1979 that tbe Commission 
has faced a censure vote, and the 
seccind time its budget has been 
rejected. 

No previous censure vote has suc- 
ceeded, and the commission is likely 
to survive next month’s. If a censure 
motion was successful all ^ com- 
missioners would be sacked. 

By voting against si gning off the 
1996 budget, the parliament, the 
EU’s only directly elected institu- 
tion. in effect questioned the Com- 


mission's financial competence. Vet- 
ting past spending is one of the pa» 
lament's most important powers. 

The Commission had earlier 
warned that "a credible Com mis sion 
which enjoys the support of the 
European Parliame nt is crucially 
important" to meeting next year’s 
HoafTiFnp for agreeme nt on the 
EU*s ambitious Agenda 2000 reforms. 

on Wednesday it challenged the 
parliament to take the logical next 
step and rail for a censure motion if 
it did not approve the budget 

The vote was a further blow to 
Jacques Santeris hopes of securing a 
second five-year term as Commis- 
sion president 

“The fact that discharge was not 
permitted was a loss for the Com- 
mission." said Erkki Liikanen, bud- 
get commissioner. 

MEPs in Strasbourg voted by the 
surprisingly large margin of 270 to . 
225 against “granting discharge" to 
the EU’s Ecu82bn spending in 1996 - 
in other words, approving the 
accounts. 

The parliament had deferred dis- 
charge since March because of 
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British law lords overturn 
Pinochet immuni ty ruling 


By John Mason in London 


The House of Lords, the UK’s most 
senior court, yesterday overturned 
its historic ruling that General 
Augusta Pinochet, was not immune 
from prosecution, giving the former 
Chilean dictator a flesh chance to 
escape international attempts to put 
him on trial for crimes against 
humanity. 

In an unprecedented move, which 
has embarrassed the British legal 
profession, the Lords upheld a com- 
plaint from Gen Pinochet that one of 
the original judges. Lord Hoffmann, 
may have been biased because he 
failed to disclose his links with 
Amnesty TntwnaHnnai , the human 
rights group that has long 
sought the general's arrest and 
trial 

After a two-day hearing, five law 
lords ruled unanimously that Lord 
Hoffmann should be disqualified 
from his role in the hearing because 
of his failure to disclose that he had 
been a director of Amnesty Interna- 
tional's charitable arm. Lord Hoff- 
mann was one of three judges who 


ruled Gen Pinochet had no immu- 
nity from prosecution as a former 
head of state. 

The law lords ordered a second 
hearing should be held in mid-Janu- 
ary to decide whether Gen Pinochet 
-as a former head of state - enjoyed 
immunity from prosecution. Legal 
observers dose -to the case consider 
tiie new panel of five law 1 lords may 
be more sympathetic to Gen Pino- ; 
chefs case. • 

The original judgment was 
regarded worldwide as a ground- 
breaking decision of great Impor- 
tance to the development of interna- 
tional human rights law. 

One of the US’s most senior bar- 
risters said: “It is an embarrassment 
to tbe whole system. It is of particu- 
lar embarrassment because of the 
international implications." 

Another leading QC said: “It is 
terrible. The credibility of the judi- 
ciary has, to be frank, gone down the 
toilet" 

The ruling was reportedly wel- 
comed by Gen Pinochet Luis Cortes. ' 
a retired Chilean general telephoned 
him from Santiago and said after- 


wards: "The general was extremely 
happy." 

There was speculation within the 
legal profession that Lord Hoffinan 
might consider resigning as a law 
lord. But he was said to be out of the 
. UK-and making no comment about 
the ruling. Amnesty International 
■said it was disappointed by the rul- 
ing, but, accepted the need for trials 
to be seen to-be fair. 

The Spanish authorities are seek- 
ing to extradite Gen Pinochet from 
the UK to face charges of torture, 
hostage-taking and conspiracy to 
murder. 

The Home Office Anterior minis- 
try) said formal procedures to extra- 
dite Gen Pinochet would continue 
following the decision of Jack Straw, 
home secretary, to approve the Span- 
ish extradition application. However, 
the Home Office accepts that if the 
second Lords hearing decides Gen 
Pinochet is entitled to claim immu- 
nity, the procedures will lapse and 
he could return to Chile. 
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unhap piness over the ha nd ling of 
the budget, and had demanded an 

inter nal overhaul of the Commis- 
sion. 

Discontent Increased over recant 
months as a result of claims of irreg- 
ularities and mismanagement In 
important EU programmes including 
Med. an assistance programme to 
Mediterranean countries, and. Echo, 
tbe hrm ar> f*« ITHnn aid office. >-■ 

The censure motion has been pro- 
posed by Pauline Green, president ctf 
the Socialists, the parliament’s larg- 
est- group. in an attempt to resolve 
the uncertainty as quickly as 
possible. 

Ms Green said her group would 
fryfr the Commissi on, but wanted to 
establish decisively whether it 
enjoyed parliament's confidence. 

“The one thing we are not pre- 
pared to tolerate, given the work on 
j yinri over the next three months, is 
tviat we are confronted with a lame 
duck Commission,” she said. " E it h er 
they have four) confidence or they 
do not and they leave." 






•• • m-. 

. . ... .•> ■*+ 


















Tr 


■ en at l 

- ****** 




... 

,n - 


fe» 

** i 

-i»w -m- 


3W 9 


a?*...' 


Kfc'-r 






jEpa 

Tllm 













wm 





PR, *rFn? 

>->x M ,\< - !<s 




Iminission!’ 


1 ►. 4 HENRY 
BUTCHER 


Industrial Consultant 
Auctioneers & Valuers 

+ 44171 405 841 1 


FINANCIAL TIMES 


Ac - 

I '■>- 

hIiiiAm • • • 

\ . ' 


©THE RROKUL TIES IMTED IflSB 


FRIDAY DECEMBER 18 1998 


Week 51 


I young WORKING I 

r TOWN seeks lively 1 
MNTEUIGENT COMPANY. I 

Fl« y Jcbili rrhimW ptudm, ptrw 0] 952 29j2o2 

Telfcrd. 













ords overturn 
naunity ruling 


;V > . v . -' ; ■ , ; . • 

*!• “Mr - ■ \ 


* T . 


; IW ' . -* 

... -i • 

y. ' ; 
n\ ' 

Ifcl-"- • ■' 

•? ' : i-' " r “ 


- . „*■ 








llukh^ 




ft** ■ **- 


, V* r>.- 




ir**':. 




***** * 







Euro P eal > malls 

Hater Munk, the Canadian gold and property 
baron, is gambling that as central European 

SaHUSSS 1 " t f 1eir consurn6r s ^HhamlaaB 

mefortradWonaJ daily shopping trips and buy 
m bulk once a week. His Trteec&hnpropeihr 
group is investing up to USSSDOm to devatop 
mixed-use leisure and shopping complexes^ 
the region over the next two years. Page 25 

GM opens $750m Shanghai car plant 

__ The opening by chafr- 

man Jack Smith (left) of 
a General Motors plant 

in Shanghai has been 
WB^' r ^l^9 3600 by some as 
l; W.: : T i ~ - -Awl over-ambJtious and by 
others as a bold step 
K/i-r'J'' to a presence in 

B gg h:!& China. Analysts have 

■win suggested It will take a 

decade, if not two, 
before GM can hope to 
recoup $750m of 
investment in the plant, which can make 
100,000 luxury saloon cars a year. Page 23 

Moody’s downgrades HK bank 

Moody's Investors Service, the ratings agency 
downgraded Bank of East Asia, Hong Kong's 
third biggest listed bank, by one notch, but 
completed Its review of five other Hong Kona 
banks by leaving their ratings Intact Page 34 

S African liquid fuel industry reform 

The South African government unveiled plans 
for reforming the country's highly regulated liq- 
uid fuels businesses, including proposals to 
deregulate pricing, privatise some state assets . 
and ensure black South Africans eventually con- 
trol about a quarter of the industry. Page 36 

Hungary issues $150m bond 

In spite of the bombing of Iraq the International 
bond markets were calm enough to digest a 
$150m bond from Hungary. Page 34 

Banks depress Latvian stock market 

. The pathologically 

Latvia ^ . . . .;'••• depressed Riga stock 

no Max.' /' exchange has bucked 
am ' U’" ' ' ' up over the past few 

7tiq \. weeks as local Inves- 

ina JT _ tors pick up bargains 

see V but the bouse has lost 

wo — \jTrr ' about three-quarters of 

aw — V — its value this year. The 

1110 ~ banking sector has 

.. i- Hrnnrwvl it Hnwn I avt 


Latvia-''...' .;••• depressed Riga stock 

no Max.' /* . exchange has bucked 

am ' ' ' ' , up over the pastfew 

7m \ L ^ ' weeks as local Irtves- 

sai JT _ tors pick up bargains 

5do V. _ but the bourse has lost 

wo — \nrc ’ about three-quarters of 

3oa —V — its value this year. The 

bw ■ banking sector has 

• • "A dragged it down. Last 
sun-n s week Enara Rsps®, the 

Latvian central bank 

governor, conceded openly that only a few 
banks would post a profit in 1998. Page 46 

BG leads Trinidad gas consortium 

British Gas and three other companies, have 
created a consortium to exploit three gas (folds 
40km off Trinidad containing an estimated 
3,QOObn cubic feet of natural gas. Page 36 
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Toyota refuses cash support for Sakura 

— Car group’s move signals challenge to Japan’s traditional corporate culture capil 

TttvnfH Mntnr Tlnon'o Iwmrf Unu-oim ika mnxn 1 


By G®an Tett ki Tokyo 

TQyota Motor, Japan’s largest 
car manufacturer, has rebuffed 
requests to participate in a 
planned Y350tm («3bn) capital 
injection for Sakura Bank, a 
fellow raemher of the M i tsu i 
keiretsu, or corporate family 
group. 

The public refusal is one of 
the first by a large industrial 
company to support an ailing 
bank i ng ally in Japan and is 
another signal of fundamental 
changes under way in Japan’s 
traditional corporate culture. 

Members of keiretsu tradi- 
tionally have significant hold- 


ings of each other's equity and 
are expected to help a member 
in difficulty. But Toyota said 
the requested commitment to 
Sakura would not fit in with 
an “economically rational** 
approach to investments. 

Toyota's move is a blow for 
Sakura, which bad expected 
that all its large shareholders 
and the main members of the 
Mitsui keiretsu would contrib- 
ute to its capital raising. 

Sakura yesterday said it bad 
already persuaded 21 other 
large shareholders and keiretsu 


members to purchase an addi- 
tional Y345bn of its stock. 

These subscriptions, which 
wUl be finalised this month, 
will include a Y20bn contribu- 
tion from Toshiba, the elec- 
tronics group, Y5bn from Mit- 
sukoshi, the retailer, Y30bn 
from Tokyo Electric Power, 
YlObn from Mitsui Chemical 
and YlObn from Nomura Secu- 
rities. The largest subscrip- 
tions win come from Nippon 
Life, Mitsui Life and Taiyo 
Life, life assurance groups, 
which win each provide Y40ba 


Sakura still hopes to per- 
suade Toyota to join this 
group. Yoshinobu Yamada, 
banking analyst at Merrill 
Lynch, said: “I think Sakura 
win continue to discuss this 
with Toyota " 

However, Hiroshi Okuda. 
Toyota president, said: “People 
have been talking about this 
old relationship between 
Toyota and Sakura and that 
Tbyota owed some obligations 
to Sakura. But in fact we 
checked the (acts and there is 
no such obligation. 


“Our basic approach is clear, 
namely that we will act in a 
way that is most economically 
rational . . . even if there had 
been an obligation that would 
not be part of our consider- 
ation." 

Some analysts suspect that 
Toyota’s stance reflects its dis- 
pleasure with Sakura's reluc- 
tance to maintain lending lev- 
els to the car group's small 
and medium-sized suppliers. 
Many small Japanese compa- 
nies are faring a credit crunch 
because Japanese banks are 


cutting lending to meet capital 
adequacy standards. 

However, the move by 
Toyota also coincides with the 
car group's adoption of ele- 
ments of Anglo-Saxon corpo- 
rate culture into its own 
operations. The company was 
one of the first to implement 
share buy-backs and is also 
one of the first to have indi- 
cated its intention to create a 
balding company. 

Sakura's shares, the second 
most heavily traded stock yes- 
terday. closed down Y2 at 
Y2S7. 
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Timetable for the new market 


Conuno'i access 


Jan 4 1999 
Common ac 


M.irknl.pcnvi-’rgcncc Join! markets 


; package 


► Single point of ftjutfty for UK 
and German equities 

► Two points of entry (SETS, Xatra 
front-ends) 

■ Dual membership 
•3a& clearing solution 
* Common Index and fisting policy 


[bring 1999 
Ja&t market package 

• Other exchanges Join 
•SJnjfle point of entry 

• Harmonised rules and refiutetkx« 

• Bemants oi common fee structure 

• Joint company 


Beyond 2000 
One market package 

• Moving towards one trading 
system, one technical ptettoim 

• One sat of rules and regulations 

• Common approach to fee 
structures 

• Common clearing sohmon 
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Liffe opening 
share ownership 
to non-members 


By Edward Luce hi London 



Europe’s exchanges meet to bolster alliance 

Creation of single equity market accused of moving at a ‘snail’s pace’, writes Vincent Boland 


T he heads of eight Euro- 
pean stock markets meet 
in London today to try to 
push forward plans far a grand 
alliance of Europe’s exchanges 
amid a growing feeling that it 
will begin life in just over two 
weeks .with a whimper rather 
fhnw a bang. 

The politics of. European 
stock markets mean that nei- 
ther the London nor Frankfurt 
exchanges would discuss the 
agenda for the meeting, which 
will also he attended by repre- 
sentatives from the Amster- 
dam, Brussels. Madrid, Milan, 
Paris and Zurich exchanges. 

But observers said the com- 
mon access package due to 
come on stream on January 4 
- which applies only to the 
members of the London and 
Frankfurt exchanges, the origi- 
naiors of the alliance - was a 
modest achievement at best It 
risked being overshadowed by 
the exchanges’ own prepar- 
ations for the the euro. - 


“There is a feeling of anti-, 
climax about the process - it’s 
moving along at just above a 
snail’s pace,” said one 
observer. 

Tough decisions on issues 
such as which equity index 
family the new market would 
use, how Its ownership would 
be structured, and what trad- 
ing rules would be adopted 
will not be taken unto, at least 
the second half of next year. 

Given the difficulty of balan- 
cing the interests of eight com- 
peting exchanges, London and 
Frankfurt insist they are 
happy with progress. They are 
pressing ahead with gradual 
Implementation of the single 
equity market - aimed eventu- 
ally. at trading the shares of 
Europe's top 300 companies. 

Stage one of the alliance 
includes dual membership of 
the two exchanges; pooling 
liquidity for UK and German 
shares in their domestic mar- 
kets; and a “common index 


and listing policy". But neither 
London nor Frankfurt would 
comment yesterday on specu- 
lation that only a handful of 
each other's members had 
accepted free offers of the tech- 
nology required to access the 
other’s trading systems. 

This is largely because most 
of Europe's big equity trading 
houses are already members of 
both exchanges. Some of these 
firms are privately critical of 
the fuzzy timetable for setting 
up the alliance. 

“If you weren't doing much 
business in Germany before, 
then maybe this package is 
useful, but there is little there 
for the major players,'* said a 
London-based banker. 

The adoption of an equity 
index is expected to be the 
first key decision to be 
resolved in time for its intro- 
duction in the third quarter of 
next year. Both London and 
Frankfurt already have rela- 
tionships with index providers 


- FTSE International and Dow 
Jones, respectively. 

“Intensive discussions” are 
understood to he taking place 
on the issue, which is seen as 
a key test of the ability of the 
two exchanges to co-operate. 

The other thorny question is 
how ownership of .the new/ 
market will be divided among 
its members. There are plans 
to set up a joint company next 
year to control the venture, 
which is likely to require 
approval of all eight prospec- 
tive members of the affiance. 

Deutsche Bdrse, which owns 
the Frankfurt exchange, is 
80 per cent controlled by Ger- 
many’s banking sector - with 
Deutsche Bank understood to 
own about 20 per cent both 
directly and indirectly. The 
London stock exchange is 
owned equally by its members. 

Bonds, Page 34 
London stocks, Page 42 
World stocks. Page 46 


The London International 
Financial Futures and Options 
Exchange is to allow non-mem- 
bers to own shares in the 
exchange in a bid to arrest a 
steep decline in its Implied 
market capitalisation, which 
has nosedived from £130m 
($21 5m) in January to £2Sm. 

The move, which the board 
of directors will announce 
today, will be seen as the first 
step towards an initial public 
offering of Liffe and as the 
final nail in the coffin of the 
exchange's memhp r ^nminatpH 
structure. 

Senior executives at Lille 
said the move was prompted 
by two considerations: the 
declining value of the 
exchange, following its dra- 
matic loss of market share to 
Eurex, the Frankfurt-based 
exchange, in the last year; and 
LifTe's decision to move to elec- 
tronic trading which makes 
the existing ownership struc- 
ture impracticable. 

Although Liffe is not pub- 
licly listed, its market capital- 
isation is calculated by adding 
the value of all the members' 
shares, which are traded 
between members. 

Under the proposal, which 
will be put to the vote of 
LlfTe's 214 members at a meet- 
ing in January, up to 100 per 
cent of shares in tile exchange 
could be owned by non-mem- 
bers. In addition to decoupling 
share ownership from member- 
ship, members will no longer 
be required to be shareholders. 

The board will be directly 
elected by shareholders and 
the exchange is expected to 


become a normal commercial 
outfit Brian Williamson. Liffe 
chairman, said the move sig- 
nalled the exchange's “deter- 
mination to become a profit- 
driven business that delivers 
value to shareholders". 

In addition, the exchange’s 
six-tiered share structure will 
be converted into one class of 
ordinary shares and trading 
permits will be decoupled from 
share ownership 

Litre's conversion to an ordi- 
nary. profit-seeking company 
is port of an aggressive drive 
to commercialise its business 
and to put the exchange on a 
competitive footing with 
Eurex. As part of the reforms, 
liffe bad already announced it 
would be making up to half of 
its staff redundant, resulting 
in 600 job losses over the next 
12 months. 

But the move may not be 
enough to restore Liffe's profit- 
ability, said analysts. In addi- 
tion to losing market share to 
Eurex, which now trades as 
much as double the number of 
contracts as Liffe every month. 
Liffe's overall volumes have 
declined from a daily average 
of 860,000 contracts in 1997 to 
780000 in 1996. And Liffe has 
been forced to slash fees per 
contract from 45 pence to 25 
pence to remain competitive 
with Eurex. liffe has also been 
compelled to move to elec- 
tronic trading which involved 
an investment of £35m in its 
new system, Liffe Connect. 

Officials said it would have 
been too difficult to conduct a 
public flotation of Liffe at this 
stage given the precipitous 
decline in the exchange's value 
this year. 


S Korean conglomerates 
sign restructuring accord 


By John Baton In Seoud' 

Four of South Korea's leading 
conglomerates, or . chaebol, 
have signed formal agreements 
1 with creditor banks, confinn- 
ing promises made to the gov- 
ernment on industrial restruct- 
uring. 

The government warned 
that, if -the chaebol did not 
I implement the measures to 
reduce overlapping invest- 
ments in strategic industries, 
the banks would, cut credit to 
the debt-heavy businesses. 

: The Hyundai, Samsung. LG 
and SK groups signed the Cor- 
porate Structure Improvement 
Plans. 

I Daewoo is expected to do so 
on Saturday, once its chair- 


man returns from an overseas 
trip. Analysts said the plans 
would help lead to cost-saving 
consolidations in export Indus- 
tries, but added the chaebol 
would, not become globally 
competitive until they cut 
debts, excess capacity and 
allowed professionals to man- 
age the groups instead of fam- 
ily owners. 

Doubts about the plans have 
already -arisen because of dis- 
putes affecting two of the most 
important mergers proposed 
under the programme. 

Hyundai Electronics and LG 
Semicon cannot agree who will 
control the world’s second big- 
gest memory chip producer, 
while Samsung and Daewoo 
disagree about the terms of a 


proposed swap of Samsung 
Motors for Daewoo Electron- 
ics. 

LG said it would cooperate 
with Hyundai to reach agree- 
ment on the chip merger by a 
state-imposed deadline of 
December 25. Samsung and 
Daewoo promised to conduct 
the swap of their businesses, 
but set no deadline. 

The groups promised to cut 
their debt/equity ratios from 
an estimated 550 per cent to 
200 per cent by the end of 1999- 
They will do this through asset 
sales, new share issues, invest- 
ments by foreign companies 
and debt-fbr-equlty swaps with 
creditor banks. 

Carting a shadow, Page 24 
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This announcement 
appears as a matter 
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Falling demand sends pig 
meat prices to historic lows 


£69 million financing 
led by Electra Fleming 

BOCM PAULS 

Leading UK animal feed producer 

Elecira Fleming led -he management buy-out 
of BOCM PAULS from Elements PLC 


By Paul Sokuan In London and 
ffidti Tut in Chicago 

Kg meat prices have Men to 
historic lows in North America 
and Europe as overproduction 
nnd falling damrind. from Rus- 
sia and -Asia have hit' the 
market. .. v 

In the US, cash prices are at 
their weakest since 1941 while 
European prices have dropped 
by up to 68 percent during the 
past year. 

Reacting. ' to. farmers* 
demands for aid;- the US Agri- 
culture Department said yes- 
terday it would speed up its. 
purchases; of pork products to 
help producers and establish a 
•pork-crisis task force". 

Pig farmers on both, conti- 
nents. have taken a heavy hit 


from slowing demand in Asia 
and Russia, which is the Euro- 
pean Union’s largest external 
pig market, buying about one- 
third of EU pig meat exports 
last year. 

European . farmers have 
shifted Into pig meat in the 
past two years because high 
prices indicated , good profits 
could be made. The BSE, or 
-“mad cow" disease, crisis also 
encouraged a switch- as the 
demand for beef was replaced 
by other meats. . ■ 

. Fig production in the EU 
rose from 187.5m head in 1997 
to an estimated 202m for 1998. 

German pig prices are 87.7 
-per cent lower this n>o»tb than 
at the same time last year, 
while Dutch weaners - young 
pigs - are down 68£ per cent, 


according to the UK Meat and 
Livestock Commission. Bel- 
gium. Denmark, Spain and 
France have seen prices as 
much as halve over the year. 

The US problems stem from 
Increased productivity and the 
growth of “mega farms” with 
more sophisticated feeding and 
breeding techniques. 

The average number of pigs 
weaned per litter reached &3 
by the mid-1990s, up &5 per 
cent from the figure 10 years 
earlier, according to the Fed- 
eral Reserve Bank in Chicago. 
By 1997, the ratio of annual 
pork production per head, of 
breeding stock -topped 2,500 
pounds, nearly 60 per cent 
higher than in the late 1970s. ‘ 

Stock ia a trough. Page 38 


ELECTRA 

ELHMIXC; 


Eicctra Fleming Limited 65 King sway 

International Private Equity London WC 2 B 6 QT 

Tel *44 171 831 o4fi4 
Fax +44 t71 404 .5303 


Regulated by IMRO 


.A 




. 4 






FINANCIAL TIMES FRIDAY DECEMBER 18 1 998 



COMPANIES & FINANCE: EUROPE 


By 

in 

It 

se 

re 1 

ti\ 

IT 

en 

on 

by 

ini 

frc 

an- 

he*: 

bn 

ito 

dif 

dp\ 

of 

tic 

SOI 


I 

F 

a 


Byl 

and 


Tht 
ihei 
inn 
the 
the 
“to 
ins 
rail 
pro 
moc 
eng 
the 
coir 
cffci 
poll 
choi 
-1 
trim 
in t 
IiW> 
and 
dec 
Man 
indi 
the 
terd 
o-En 
IK 
sion 
men 
A 
MSUi 
ness 
that 
and 
com 
Kies. 

with 

bu>; 

son; 

mod. 

:r> ■ 

use 

arr!: 

**rnn 

:h.:t 
i'l-r.i: 
:!:»• i 

nj.it;- 

ftvfc: 


T 

ri 


BfJe 
Law C 


j r# j\ ■ 

Ka:-. 


8yRofc 

Earner 

V 

tn jcc 

.r. F. u 

Jill'S 

i.'I 

Oi n> 

In a 
S"Utfc 
^'ukr 
iitu rt, 

at 

Mid t 
®l*h! 

t *»t. I 


BANKING RELATIONS BETWEEN POTENTIAL PARTNERS DETERIORATE AFTER ACCUSA TIONS OF PRESS MANIPULATION 


J BCI, Banca di Roma merger under threat 


By Paid Betts in Mfart 

The latest merger attempt 
between Banca Commercials 
Italians (BCD and Banca di 
Roma to form Italy's largest 
banking group yesterday 
appeared at risk after the 
two banks indirectly accused 
each other of manipulating 
the Italian press to influence 
negotiations. 

The Rome-based bank 
fired the first shot by sug- 
gesting the Milan bank was 
using the media to conduct a 


campaign of “ disinforma- 
tion" to push its line. BCI 
immediately denied the alle- 
gations, insisting it had not 
been talking to the press. 

The row reflects increas- 
ing strains between top man- 
agement at the two banks, 
which have been under pres- 
sure for more than* a year 
from both Mediobanca, the 
Milan investment bank, and 
the Bank of Italy to merge 
and form a group with com- 
bined assets of more than 
WOO, 000b n. 


An earlier effort collapsed 
in June, when Banca dl 
Roma walked away from 
negotiations after Luigi 
Fausti, the former BCI chair- 
man, expressed his strong 
misgivings over a merger. 
Mr Fausti was subsequently 
unseated by BCTs board, and 
Luigi Lucchial, the new 
chair man, revived negotia- 
tions with the Roman bank 
two months ago. 

The two banks were expec- 
ted to give the go-ahead for 
formal merger negotiations 


this week. But strong differ- 
ences over the structure and 
execution of the merger have 
persisted and, j u d gin g from 
yesterday's exchanges, rela- 
tions between the two sides 
have deteriorated sharply. 

Financial analysts yester- 
day said there was now at 
the most only a “50-50 
chance " of success, with the 
public outburst suggesting 
both sides were preparing 
the ground for an eventual 

breakdown in the talks. 

BCI is understood to have 


set down its terms for pursu- 
ing formal merger negotia- 
tions at a secret meeting 
between the two banks in 
Milan on Monday. Banca di 
Roma's board was meeting 
yesterday to consider the lat- 
est developments, while 
BCTs board is due to meet 
today. Banca di Roma said 
last night its board had not 
discussed the proposed 

merger with BCL 
Among contentious issues 
are the eventual share 
exchange ratio, with BCI 


fadeting on a ratio of more 

t han four Banca di Roma 
shares for each of its shares, 
BCTs dorrmnds tO Conduct ttS 
own due diligence rather 
than entrust ft to .an inde- 
pendent third party as 
R flnna <fi Roma wants, and 
the leadership structure of 
the enlarged banking group. 

At this stage, analysts 
expect the two banks to con- 
tinue playing, a tense poker 
gniTw to see if they can win 
new concessions before 

deciding to call off the talks. 


Improving liquidity of stock 

Anadolu is looking internationally to fund brewing expansion abroad, writes Leyla Boulton 


T urkey's Anadolu 
(Anatolian) conglom- 
erate takes a bold step 
towards modernisation this 
week. It is about to appoint 
Salomon Smith Barney, the 
US investment bank, to 
advise on the merger of its 
three Turkish breweries and 
one malt producer into a sin- 
gle publicly-quoted com- 
pany. 

The move will slice 
through a tangled web of 
cross-shareholdings that typ- 
ifies many family-owned 
Turkish conglomerates and 
has deterred investors. 

Anadolu is involved in 
activities that range from 
banking to pencil making. 
Earlier this month it opened 
a S64m beer plant in 
Romania, the largest green- 
field investment of its kind 
in the Struggling ex -Commu- 
nist state. 

Oker Keremoglu. the chief 
executive of Efes Beverage 
Group, the beer subsidiary 
that accounts for 65 per cent 
of Anadolu’s Sl.5bn turn- 
over. expects the breweries 
merger to trigger a “30 to 40 
per cent" jump in the 
merged group's share price. 

Although analysts are 
sceptical about attaching a 
firm figure, most agree that 
merging companies that 
have been separately listed 
and managed can only bene- 
fit shareholders. Apart from 
creating a more liquid mar- 
ket in the shores of a com- 
pany. the merger will open 
the way far cost savings of 
xt Vmst "a- Jew- mifikKL dol- 
lars' a ywr", says MrKere- 
moglu. 

“The bottom line is that 
they have lacked transpar- 
ency," says one London ana- 
lyst. “The merger will 


improve their structure and 
more people will be willing 
to invest given they will 
know what the company is 
up to." 

The companies are sepa- 
rately listed because of the 
way in which the company, 
founded by two families in 
the late 1960s, grew from its 
humble roots in the Aegean 
town of Izmir. 

Mr Keremoglu, who joined 
27 years ago as a junior mar- 
keting executive, took five 
years convincing the board 
and others in the group that 
his restructuring proposal 
would be beneficial for the 
whole company. 

An important argument in 
securing the controlling fam- 
ilies’ approval was that it 
would make it easier to raise 
capital on international mar- 
kets to finance ambitious 
expansion plans. The move 
will also bring Anadolu 
more into line with the rela- 
tive transparency achieved 
by the Sabanci and Koc 
groups, Turkey’s two biggest 
and best known family- 
founded conglomerates. 

All three frequently visit 
international capital mar- 
kets - a cheaper source of 
finance than the expensive 
hank loans and underdevel- 
oped stock market available 
in Turkey. 

Although the depression of 
Tur kish stock prices means 
Efes has no plans to raise 
equity in the west for the 
next year or two. Mr Kere- 
moglu says tt might take on 
more debt if necessary. . -• 

Analysts doubt fthal Efes. 
which owns stakes in 'Coca- 
Cola's operations in Turkey 
and the Commonwealth of 
Independent States, will be 
able to rely on its own funds 



■cor Keremofihi took five years convincing the board 


to pursue its strategy of 
dominating markets from 
eastern Europe to China. 

Balancing the security of a 
75 per cent hold on the Turk- 
ish bees: market is its strat- 
egy of aggressive expansion 
in the former Soviet Union 
and eastern Europe. 

“Our priority is Russia, 
the CIS and the Balkan 
countries because time is an 
issue,” g«piains Mr Keremo- 
glu. “After two or three 
years they will be Hooded 
with breweries. If we act fast 
we'll get established before 
other competitors move in." 

Speaking a week after Koc 
opened its first hypermarket, 
in Russia, he says Efes plans 
to. open a b rewery in Moscow 
next May and expects to pro- 
duce operating profits in. the 
first year. 

“It’s all a matter of learn- 
ing skills to operate in exist- 
ing circumstances. If you 
can determine the size of 
your investment accord- 


ingly, you can make money." 
he says. 

The group’s expansion 
strategy reflects the fact that 
the Turkish market is dose 
to saturation. "They have 
got to get growth somewhere ' 
and in the long ran investors 
will be more concerned 
about transparency rather 
than the f act they are mov- 
ing into markets like the 
CIS," says one analyst 

But in spite of welcoming 
the fact that Anadolu has 
gone further in opening 
itself up to the outside world 
than most Turkish conglom- 
erates, analysts argue the 
planned merger still leaves 
scope for more glasnost ' . . 

The new company will not, 
for instance, consol 5 date. jt 
-stak^ in Coca Colq 
■operations in Turkey -and 
*the Commonwealth of Inde- 
pendent States. “There will 
still be value and risk off the 
balance sheet," says the ana- 
lyst 


Kvaerner to 
merge pulp 
machinery arm 


By Tim Burt ta Stoddwtra 

Kvaerner, the Aaglo- 
Norwegian engineering and 
construction group, yester- 
day joined the consolidation 
wave in the forestry prod- 
ucts industry by agreeing to 
merge its pulp machinery 
operations with those of 
Ahlstrom, the Finnish paper 
and engineering group. 

The move follows a sharp 
downturn in orders for new 
pulp and. papermaking 
machines' and comes, less 

than , a wwith /iftnr. Rprrma 
and'.V^flmet,-. two'Ffrmish 
engineering and forestry 
equipment groups, Unveiled 
a similar merger. 

The enlarged Kvaeruer- 
Ahlstrom business, which 
has yet to be named, win 
boast annual sales Of ?l-ghn 
a year and 5,400 employees. 

O fficials close to the 
predicted synergy savings of 
965m a year, achieved 
mainly, by' eradicating 
administrative overlap and 
through combined purchas- 
ing and research and devel- 
opment 

- Tuomo Ronkko, chief exec- 
utive of Ahlstrom’s machin- 
ery division, said the deal 
could pave the way for a full 
demerger and flotation of 
the pulp and paper manhhv - 
ery business^ia three to .four 
-v.' . ~ , 

_Mr Rflnkko-. who was yes 1 - ’ 

tfcve' orche 5f$rr group', said, 
the two. sides had decided to 
pool th^r activities after 
watching demand for new 
machinery collapse. 


"The traditional capital 
goods market has disap- 
peared, but customers want 
more capacity out of their 
ftrlstfng assets — that means 
building a bigger service 
organisation,'' he yHd 
Ahlstrom explored a tie-up 
with Kvaerner following the 
fiafime of prospective merger 
talks with Rauma earlier 
this year. 

The two Finnish compa- 
nies could not agree on val- 
uation terms for their 
respective equipment busl- 


.For Kvaerner, the move 
‘signals a ft n *h«r step, in its 
strategy of unwinding under- 
performing or peripheral 
businesses. 

The debt-burdened com- 
pany, which dismissed Erik 
Tonsefh as chW executive in 
the autumn, has already 
. ann ounced plans to sell the 
US arm of its John Brown 
plast ic machinery business,, 
its US housebuilding 
operations and its Kvaerner 
Ships Equipment divisions. 

In the first nine months of 
this year, the Kvaerner pulp 
and paper division reported 
an operating ; loss - of 
NKrl80m (S23.4m) on sales of 
NKr3.5bn. Ahlstrom’s 
machinery division reported 
a small loss in the same 
period, excluding contribu- 
, tipps from its po wer -gSgion 
operations, which wjftnpt be 
.“involved in the mer^.* 

•• The enlarged groups will be 
treated as an associate com- 
pany by Kvaerner and Ahls- 
trpm, winch mil each hold 
50 per cent of the shares. 



NEWS DIGEST 


BANKS 


Deutsche to sell insurance 
holding in reorganisation 

Deutsche Bank of Gemiany fe to sen Its .27 per cen t stake , 
in the NDmbejger insurance gibup-aspartofthe fBOiganl- 
satten of its business portfoHa 
Germany’s biggest bank this week announced plans to 
split its DM40bn ($24m) industrial holdings Into separate . 
companies to Improve transparency and manage the 
assets more actively: Rolf Breuer, chairman, has said 
Deutsche does not want to retain.tt& indirect insurance 
interests.' 

H&ns-Peter Schmidt, Nurnherger chief executive, said 
yesterday Deutsche would gradually seh Its holding and - 
was already hi advanced talks with six partners that make 
up the NOmberger grouping. These Include -Munich Re, 
Cologne Re, Hanover Re and Victoria Mr Schmidt said 
only the question of toe sale price remained. However, 
Deutsche Bank insisted that It was under no time pressure 
to sell the shares. 

• Allianz, Germany's biggestinsuranoe group, yesterday 
won full control of MMI, Australia’s seventh biggest Insur- 
ance oompany. Allianz paid QM199m to take over the* 
remaining 32 per cent erf MMI it did not already own. 
Graham Bowtey, Frankfurt 

SWITZERLAND 


HSBC in SFrl 79.5m buy-out 

HSBC Holdings, the International banking and finance 
group, yesterday said ft had paid SFrl 79.5m (St 33m) to 
buy out the remaining 25 per cent interest of South 
Africa’s OppenheJmer family In Guyerzefler Bank, a Swiss 
private bank. The move str e ng th ens the position of HSBC 
in Switzerland, the world's biggest offshore private-bank- 
ing centre. 

Guyerzeller Bank has net assets of SFr400m, a staff of 
200 and assets under management of between SBi3bn 
and SFr14bn. WHJfemi HaR, Zurich 


ISRAEL • ' 

Koor takes rest of Tadiran 

Koor Industries. Israel's biggest holding company, yester- 
day said it had succeeded in its bid to buy out sharehold- 
ers of Tadiran, its electronics subsidiary, and take the 
company private as part of a restructuring. 

Under new ownership and management, Koor has been 
consolidating its hold on high-growth technology compa- 
nies and selling-off non- synergetic assets. Before the 
move, Koor held 69 per cent of Tadiran, which had net 
Income of $56m on sates of $864m in the first nine 
months of T998. Avf Macfifis, Jerusalem 


DIAMONDS 

De Beers lifts Anglo stake 

De Bears, the South African diamond mining and market- 
ing group, said yesterday It would hold 42.1 per cent of its 
sister company Anglo American after receiving Anglo 
shares in exchange for its minority holdings in various 
group companies. - • • • 

De Beers said it was disposing of its holdings in Anglo 
American Platinum. Mondi paper group, Namakwa Sands 
and Samancor as well as various other non-oore invest- 
ments, ahead of Anglo's move of Its headquarters to Lon- 
don next year. Victor Mallet, Johannesburg 


BANCO TORNQUIST 

BANCO TORNQUIST S..A. 

US$ 200,000,000.- 

Euro Medium-Term Note Programme 
NOTICE TO NOTEHOLDERS: 

FIRST TRANCHE, US$75,000,000.- 
8.75 per cent Negotiable Obligations due 1998. 

Bukm TtmiquiM S.A. (the "hsuer"! hereby informs folders of its US5 75,000.000.- 8.75 per cent. 
NcgnbaWc ONipiioas due 1998 issued on December 18th, 1996 idle “Nates") that. in acawfanc* 
the terms and cmiitiins o| die Notes, the Issuer shall pay the aggregate capital and interest for die six 
mwtfh period ending December 19*41, on December 18th 1998. 

SECOND TRANCHE, US$11,000,000.- 
9.50 per cent. Negotiable Obligations due 1999. 

Barno Ttwiqwvt S A. ttbc “Issuer” i hereby informs holders of its USSI 1.000.00.- OJO per cent. 
Negotiable Obligations due 1999 issued on December 22n d . 1997 itbe “Notes") that, in accnrdaoce with 
the terms and conditions nf the Notes, (he Issuer shall pay interest for the six month period ending 
Drccmber lw*W, .<n December 22nd 1998. 

PAYING AGENTS: 

The Bank of New York 

4(t Berkeley Street. London, WJX 6AA. United Kingdom 
Banco Rio de In Plata S A. 

25 de Mayo 480. Buenos Aires. Argentina 
The Bank of New York 

101 Barclay Street. New York. New York IU2S6. USA 
Banqoe Internationale A Luxembourg 
Ml. route d'Esch.L-1470 Grand Dncby of Lusembomg 
Payment Procedures: hnhJcn> ul the Notes will reociie any payments of principal and interest to which 
they are entitled tn accunlanrc with their holdings as registered with Cap de Vakxes SjA_ DTC Gcdel 
S.A. andfot Euros kar. 

The Board of Directors 


NOTICE OF RESIGNATION AND APPOINTMENT - 

BOND ISSUES OF NIHON DORO KODAN r.VDIT) 

JAPAN HIGHWAY PUBLIC CORPORATION 

NOTICE IS HEREBY GIVEN that porsmu to the Terms and Coaduioos of ibe Bond issues listed 
below, LTCB International (former LTCB International Limited). wiU resign from all its various roles, 
because n it scheduled to complete its liquidation on 18/12/98 and is rok as Process Agent wilt be assumed 
by The Bank of Mitsubishi, Ltd-, London Brandt, 12-15 Finsbury Greta. London ECZM TBT. 

I«nnr Nuir EbsLAgEBt HfaH if lkl* 
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MX -J^an Highway 

PiAic Cuporaton 


USS 2 Q 0 , 000,000 5 7/8% BrtofTQfcpMtsu&sN 

Guwntwd Bonds due 2000 Trust Company 


18/12/96 


NOTICE IS HEREBY GIVEN that ptnttaat to the Terras aud.CaK&ooiK of the Band issues listed 
bdrt , The Long-Term Credit Bank of Japan. Ltd.. London Branch, will resign from all its various roles, and 
tn. role as a Paying Agent wiU be assumed by The Bank of Tolsyo-Mitsvbisln. Lid.. LomkmBriKKh. 


NQK-JqunH#iMy 

PuUcCorparatan- 


tmwVia* 

USS&OOm0O75/8% 
GornnMd Bonds duo 2004 


CbsLABiil 

BankolTofcpUtsitish 
Turn Company 


HtetiwPile 
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1/1/99 


1/1/99 


NDK< Japan Highway USS200,000flQOS7/B% BwkflfTekyfrWsdashi 

ftjfafcCarpomwt Gwaaed Bonds dua 2000 TiustGonpany 

NOK-Jqwi Highway US$i90jDQOJDOQ9i£% BanktfTc*yo4«ulftH 

PubficCotpon&on. Gumikad Bonds d» 2000 Trust Con^wiy 

AH farther ptesenaooa of coupon imd/br Bonds should, following the effective date tcfdred to rfxwe, be 
pnaCMOd fee payment at the offices of the other existing Paying Agents, or The Book of Tnkyo-Madxdn, 
Ltd, London Branch. 12-15 Finsbury Circns. London ECZM 7BT /Custody Operations DcpannKm). as a 
new Paying Agent. 
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Bertelsmann dismisses EMI bid plans 


By John Sapper and 
Frede ric k Stflfletnaim 


Bertelsmann, the German 
media company, insists it 
has no Immediate plans to 
bid for EML the UK music 
group, and believes EMI is 
over-valued at its current 
share price. 

But senior Bertelsmann 
executives acknowledge they 
might be interested in a 
merger of music operations 
under joint ownership If 
EMI's share price fell, and 
they could devise an accept- 
able structure. 

Thomas Middelhoff, 
Bertelsmann's newly-ap- 
pointed chairman and chief 
executive, said: “I do not see 
any necessity for us to 
acquire EMI. We are not 
interested." 

His attitude to a merger 


was also “a clear no". Mr 
Middelhoff said Bertelsmann 
was "approached all the time 
by investment bankers tell- 
ing us ibe same story that 
we should acquire it. It is 
boring". He said he preferred 
to concentrate on improving 
its existing music 
operations. 

However, executives said 
if the share price of EMT fell 
low enough, they might 
revisit the issue of a merger 
of interests with 
Bertelsmann Music Group 
(BMG), which ranks fifth 
among the world’s big music 
groups. 

Siegfried Luther, chief 
financial officer, said a 
merger of the operations 
could be “an interesting 
step. It is not a step that is 
necessary, but maybe it 
would be nice if all of the 


problems in between could 
be overcome". EMTs future 
is subject to speculation 
because of under-perfor- 
manoe in its shares, caused 
by weakness in the music 
market and management 
upheaval. Bertelsmann and 
News Corporation have been 
dted as possible buyers. 

However, Bertelsmann 
exeentives said raising 
returns at BMG were a prior- 
ity. Mr Middelhoff said the 
company had to “improve 
the profitability of BMG 
without any doubt" a nd it 
was “big enough to deliver 
amazing profits". 

Bertelsmann’s room for 
manoeuvre is also con- 
strained by Its $Llbn acqui- 
sition of the book publishing 
group Random House earlier 
this year. This has raised its 
debt to close to Its internal 


limit far balance sheet gear- 
ing. 

Mr Luther said it had 
ruled out any large acquisi- 
tions in the short-term. This 
meant any deal with EMI 
would have to be based on a 
pooling of operations, split- 
ting ownership between 
Bertelsmann and EMI’s 
shareholders. 

He said the German com- 
pany “would never want to. 
became the minority share- 
holder in such a company”. 
This created farther obsta- 
cles because EMI’s 
operations are larger than 
BMG, and are seen by ana- 
lysts as more valuable. 

Mr Luther said Bertels- 
mann would prefer another 
buyer to take over EMI than 
over-pay itself. 

Sea Lex — 



Thomas Middeftioff: ‘We ara not 
interested* In buying Qlfl 


Rabobank and Achmea 
call off planned tie-up 


By Gordon Cram* in Amsterdam 


Rabobank and Achmea. two 
Dutch co-operative financial 
groups, yesterday abandoned 
a planned merger after fail- 
ing to agree on how their 
asset management and pen- 
sions operations would be 
run. 

Only last month the two 
agreed to speed up imple- 
mentation of the deal, 
unveiled in July, instead of 
establishing a joint insur- 
ance venture next year as a 
prelude to full unity by 2002 , 
they were to combine all 
operations by mid-1999. 

That would have granted 
the smaller, insurance-based 
Achmea equal representa- 
tion in policy, management 
and supervision across the. 
group. But Achmea - which 
last year took over PVF, a 
large administrator of pen- 
sion funds - “was not pre- 
pared to concede to any 
arrangements with regard to 
agreeing to common poli- 
cies" for asset management 
and pensions. Rabobank 
said. 

Rabobank, which controls 


nemenanos 
CBS Local RnanctaftodK 

- -j?0e • • 



the Bobeco fund manage- 
ment group, had wanted 
these activities to be more 
closely integrated. The out- 
come, is a blow for Her man 
Wijffels, who had btoped the 
addition to the group of Ach- 
mea’s FI66bn (S36bny in 
assets and Flioobn in f unds 
under management, would 
be secure -by the time he 
steps down next March. 

His bank said it would 
instead seek to expand in 
financial services organi- 
cally “and , if possible; with 


other parties In the domestic 
and international markets". 
This revived, expectations it 
might merge with KBC, the 
Belgian combine .created this 
year. 

Rabobank had earlier been 

in talks with Kredietbank. 
one of its components, but 
these were put on bold so 
that both sides could concen- 
trate first on their planned 
domestic expansion. 

Achmea and Rabobank 
had said their deal was moti- 
vated by a need for Innova- 
tion and cost-effectiveness as 
monetary union brought a 
convergence in Europe’s 
financial services marke t s 
Credit agencies had said ft 
would not have affect ed 
Rabobank’s AAA rating, 
which is unmatched by any 

other private sector institu- 
tion. 

Rabobank, with assets of 
Fl485bn and F1228bn in 
entrusted funds, has this 
year reaffirmed a commit- 
ment to its co-operative sta- 
tus in the face of a trend to 
demutualise by similar 
organisations in the UK and 
elsewhere. 
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COMPANIES & FINANCE: INTERNATIONAL 



By fficbud Waters in Nsw Yoifc 


Deloitte Touche Tobmatsu 
intends to build a global 
legal practice to rival some 
of the biggest commercial 
law firms within two Tears, 
according to Edward Kan- 
gas, the international . 
accounting and. consulting 
group’s p Hat r msri i 

Some of the big names, of: 
the legal world in cities such, 
as New York and London 
would eventually be drawn 
into the hew global profes- 
sional- services groups that: 
firms HkeDeloitte are build- 
ing. Mr Kangas added. 

Ufce Andersen ami KFMG, 
Deloltte has already begun 
its push into the legal profes- 
sion in Europe, acquiring 
France’s fourth biggest law 
firm. 

Next - year, though* it 
intends to step up the pace, 
according to Mr Kang as, 
Deloitte hopes to acquire 
established law firms in Aus- 
tralia, Hong Kong, South 
Africa and GnnaHn as well 
as other European countries. 
Using that network. It would 
then be in a position to land 
a big New York or London 
firm the following year. Mr 
Kangas ^ 

Unlike the accountancy 
profession, which has 
worked to turn loose inter- 
national Units between inde- 
pendent national fiwws into 


coherent international net- 
works, most lawyers have 
stayed resolutely local. That, 
and the more developed 
. management abilities erf the 
big accounting flnns, had 
left them in a strong posi- 
tion. said the Deloitte chair- 
man. Taw firms are terribly 
managed - they are very 
Inefficient.” be said. 

The generally Usher earn- 
ings of law .firm partners 
have long been, a barrier to 
mergers between the profes- 
sions. Mr Kangas said this 
was likely to be only a minor 
issue,' however; adding; The 
days of the lawyers making 
Hm a partner are gone - 
they went with the last 
recession." 

Now, a partner In a big US 
commercial law firm is 
likely to be earning about 
the same as : his c o u n t e rpart 
in Deloltte. where average 
partner : earnings were 
$500,000 this year and the 
average consulting partner 
was paid $825/100, be said. 

' White accountancy firms 
have been more successful 
in building international 
links and expanding into 
new disciplines, however, 
they have not always man- 
aged these developments 
well. Most have struggled to 
give independence to their 
fast-growing management 
consultancy practices while 
avoiding divisive splits. 


Blip fails to shake GM’s confidence in China operation 


The US. carmaker is sure that, despite weak demand, there is financial logic in its joint venture with SAIC, reports James Harding 


Telecom Italia 
invests in Brazil 


By John Barham to S5o Panto 


Telecom Italia has said it 
intends to buy the stakes in 
two Brazilian mobile tele- 
phone concessions held by 
two local partners. 

Press reports say the 
change in ownership is due 
to a breakdown m . relations 
between the partners, caused 
in pact by the heavy invest- 
ments the network requires, 
and the uncertain outlook 
for business as BnuS sinks, 
into recession. 

-Telecom .Italia told, the 

Brazilian governxnent's tete' 
communications regulator 
that It. is buying the stakes 
held by Globqpar, a unit of 
Brazil’s prtmdpalTnedia com- 
pany. .and Banco Bradesco, 
the country’s biggest bank. 

The partners won the con- 
cessions,. which cover the. 
north-east and south of Bra- 
zil, in July .during the first 
round of teteconis privatisa- 
tions. The terms of the deal- 


allowed Telecam Italia alone 
to determine the price to be 
offered at the auction. The 
local investors could then 
exercise an option to sell 
their stake in the venture to 
Telecom . Italia within 180 
days. The break-up would 
not affect an existing alii-' 
ance.in three other Brazilian 
cell-phane markets. • 

The withdrawal, of Gk>bo-. 
par and>Bradesco from the 
two., ventures fellows little 
interest by. operators last 
week for the .right to set up. 
fonr/totirror’’ companies to. 
compete with the privatised 
, networks. Only three groups 
said they would bid in the 
auction to be held in Janu- 
ary. No. bids were redatved 
fbrSao Paulo, the country’s 
largest telecoms roHrket •- - ' 

However, George Osborn, 
senior finance director . at 
Qualcomm, the ITS telecoms 
company bidding for. a.' can- •• 
cession, ssrid.it dto hot reriej 
but a bid for Sflo Paulo, r 



groups to merge 


ByVScMBakhsM 


Saudi International Bank,, 
the London-based invest: 
ment bank, and Gulf Inter- 
national Sank yesterday 
announced plans to merge, 
creating one of the largest 
hnnirft in the Gulf region.. 

The deal, terms of which 
have not been disclosed, is 
expected to be completed in 
early 19991 The merged 
entity wifi have more than 
$14bn in assets, -and -will 
offer a range of wholesale 
services across the GulL 

Bahrain-based GIB is 
wholly owned by the Gulf 
Investment Corporation 
(GIC), an international bank- 
ing corporation owned in 
turn by the six member 


states , of the Gulf Co-opera- 
tian.Counefl. , ' 

The principal shareholders 
in SIB, the Saudi Arabian 
Monetary Agency - (50 per 
Cent) and JJ?. Morgan (29 per 
. cent), wfiL receive shapes in 
GIB to return for their stake. 

. GIB wifi .aequftefofci pash the 
30 per cent stake heEd by .the! 
remaining SIB shareholders. 

There was no indication, 
yesterday that events to the 
. Gulf would delay the deal 
•: .. In a separate dervielopment* 
both GIB and.lts owner QIC 
were placed .on, review for 
possible downgrade - by 
Moody’s Investors Services 
. yesterday. Moody’s' cited 
. GIB’S exposure to Asia, arid 
' to Gulf states hit -'by the 
weak oil price. 
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W hen Jack Smith set- 
tled behind the wheel 
of the first C hina. 
.made .Buich yesterday, he 
had a Utile trouble getting 
.the car moving. 

For a few moments, the 
riiairmfln of the world's larg- 
est car company kept the 
2/)00 guests and workers at 
the launch ceremony in 
Shanghai waiting as he tried 
to drive the maiden General 
Motors’ car off the produc- 
tion Une. 

The engine was running, 
but the wheels were locked. 
He fumbled for the emer- 
gency brake . . . and popped 
the bonnet by mistake. 

It was only a blip - the 
bonnet was dosed. Mr Smith 
found the brake lever (“You 
don’t use that brake in the 
US," ins explained with a 
chuckle), released it and 
drove the pristine white 
saloon car off the assembly 
line and 1 up a red-carpeted 
ramp to the applause of the 
crowd, a burst of rousing 
music and a frenzy of flash- 
ing cameras. 

The brief sight of a Buick 
$tuck in its tracks offered a 
reminder of the awkward 
question hovering over the 
plant: can GM. get its cars 
rolling in China? 

GM’s move to build a plant 


in Shanghai with a capacity 
to produce 100 .000 luxury 
saloon cars has been seen by 
some as grossly- ambitious 
and by others as a bold step 
to build a presence in China. 

1 Analysts have suggested it 
will take a decade, if not 
two, before GM can hope to 
recoup its 9750m investment 
in the plant 

" Many foreign carmakers, 
with the passible exception 
of Shanghai Volkswagen, 
which controls about half 
the car market, have felled 
to fulfil sales targets in 
China. 

Although the Chinese mar- 
ket is growing — 480,000 
cars were sold in China last 
year, up bom 33S.00Q in 1994 
weakening domestic 
demand, the only recent 
arrival of auto-financing, 
and financial concerns rever- 
berattog from the Asian cri- 
sis have contributed to 
slower growth so far this 
year. Car safes were up 3.7 
per cent year-on-year 
between January and Sep- 
tember. 

Certainly, the industry’s 
view of the China market 
has i^hange d since the more 
optimistic days to the early 
1980s when GM started seri- 
ous discussions about a 
joint-venture car project 


“We are not going to see 
the same growth rates that 
we were expecting a few 
years ago," said Mr Smith 
yesterday. 

This suggests further lack- 
lustre growth could be 
expected to the near term. 

But, executives from GM 
and their Chinese partner 
Shanghai Automotive Indus- 
try Corporation (SA1C) in 
the 50-50 joint venture insist 
that Shanghai GM has a 
financial logic of its own. 

The plant is expected to 
produce 204)00 cars next year 
and GM says it hopes to sell 
15,000. Stripping out the 
investment costs, Mr Smith 
says, Shanghai GM does not 
need to run at a particularly 
high level - 40.000-50.000 
units a year - to break even, 
which is achievable within 
the next few years. 

One SAIC executive sug- 
gests the plant could reach 
full capacity by the third or 
fourth year of production. 

GM’s commitment to the 
Shanghai project is clearly 
partly strategic. “I think it Ib 
extremely important to be to 
[China] early,” says Mr 
Smith. “This is going to be a 
huge market" 

For General Motors, which 
reported sales last year of 
$178bn, the 9750m invest- 



Chinese car workers taka turns at the wheel of the new Buick «&**■_ 


meat is a small price to pay 
to build a presence and a 
public image in China. 


I ndeed, yesterday's bunting- 
strewn ceremony was as 
much about public percep- 
tions as profits - Shanghai 
GM built about 20 cars in 
order to have a vehicle roll 
off the production line in 
time for the grand opening 
set by the Chinese partners 
for before the end of 1998: 
regular production starts 
next April. 

More significant, perhaps, 
having initially agreed to the 
project to 1995, It would have 
seemed short-sighted for GM 
to have pulled out as the 


Chinese car market failed to 
meet near- term expectations. 

But, analysts still ask 
whether the Shanghai proj- 
ect offers the right strategy 
to establish GM’s longer- 
term presence in China. 

Some are concerned about 
whether the Buick. based on 
the US Regal and Century 
models, is the right vehicle 
for China. For example, the 
car. priced at RMB300.000- 
RMBlOO.OOO. lS 38 .TOO-S 4 S.OOOl 

will cost more than double 
the price of Shanghai VWs 
Santana saloon. But Mr 
Smith argues the luxury 
saloon has an obvious place 
in China, where relatively 
few people can drive but 


many use taxis or chauffeur- 
driven cars - the sector that 
suits the Buick. 

He adds that GM will con- 
sider producing other cars at 
the Shanghai site. “For us, 
that [the Buick] was a good 
place to start. Eventually, 
we will have to change the 
mix. But. wo have the capa- 
bility . . . that plant is very 
flexible. We can do more 
than one body style at that 
plant and over time we will 
develop as the market devel- 
ops and changes," he says. 

Others axe concerned by 
the fact that, like other man- 
ufacturers in China. GM 
faces the pressures of operat- 
ing within a joint venture to 
which it does not have 
majority control. 

Mr Smitb says he is “very 
happy" with the company's 
Chinese partners. “They are 
very bottom-line driven. 
They are data-based . . . They 
are willing to make decisions 
based on facts." 

Yesterday, the partners 
stood side-by-side, beaming 
as the first Buick rolled off 
the assembly line within IS 
months of starting work on 
the Shanghai plant. Mr 
Smith says the speed of the 
factory's construction was “a 
promising sign of thing s to 
come". 
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=Your investments are here. YOU aren t. 


.. Which is why it is important We are there for you. Not merely in name 
' but witfr our own people, there on the ground, and from that ground. 
As Europe's largest custodian, with €1 .3 trillion assets under custody, 

‘ we are there to manage risk wherever you need it 
V Not just words, commitments we. take seriously. 


Custody: Services^ 


cover every angle. 
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Issued by DeOtsche Bank AG. Deutsche Bank AG is regulated by the Securities and Futures Authority for the conduct of investment business in the United Kingdom. 
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?A NKIN JL AUSTRALIAN QR 0U p T0_0FFER KOOKMIN BAN K RIS K-MA NAGEME NT EXPERTISE IN TREASUR IES . ~ ■' 

Macquarie in Korean derivatives alliance 


8y Gwen Robinson hi Sydney 

Macquarie Bank, the 
Australian Investment bank, 
yesterday formed <ui alliance 
with Kookmin Bank, one of 
South Korea’s leading banks, 
to develop a treasury deriva- 
tives business in Seoul. 

Macquarie's move, the 
first such tie-up involving an 
Australian bank in Korea’s 
derivatives market, high- 
lights Korea's increasing use 
of foreign risk-management 
expertise. 

It follows a series of deriv- 


ativesrelated losses by Kor- 
ean banks and investment 
houses and the Korean gov- 
ernment’s decision to 
deregulate the country's for- 
eign-exchange and capital 
markets. 

'The timing of this agree- 
ment is excellent. We think 
Korea is on the way up, the 
government and the com- 
mercial sector have taken 
decisive action and the 
financial sector is deregulat- 
ing, in ways which will 
enable Korean companies to 
manage their forex expo- 


sures more freely,” said 
Allan Moss, Macquarie man- 
aging director. 

For Macquarie, the only 
Australian-owned invest- 
ment hank, the deal contin- 
ues its expansion in North 


Bank, of South Africa. Mr 
Moss said the Korean alli- 
ance was particularly signifi- 
cant in the context of recent 
Asian economic turmoil, 
local market deregulation 
and growing demand from 


A sia n markets with strategic ' Korean business for better 
regional alliances. It recently management of market risk 


opened a Hong Kong office 
and expanded Chinese 
operations in niche areas 
such as low-cost bousing 

finance. 

The bank agreed a similar 
skills-transfer deal In the 
early 2990s with Standard 


exposure. 

Y.H. Kim. Kookmin gen- 
eral manager of interna- 
tional finance, said financial 
derivatives businesses In 
Korea were generally per- 
ceived as lacking systematic 
approaches required for pru- 


dent risk management. The 
new business would combine 
Macquarie's derivatives and 
risk-management expertise 
with Kookmin's local infra- 
structure and strong market 
presence, Mr Moss said. 

Macquarie will base some 
Australian personnel in 
Seoul to train Kookmin staff, 
while the Korean bank will 
provide balance-sheet sup- 
port and market the treasury 
derivatives products to local 
clients. 

The two banks said the 
new business would offer 


services to clients from 
around next April. 

The venture would enable 
Kookmin to market a new 
range of Korean won-denom- 
inated interest-rate and for- 
eign-exchange products, the 
banks said. 

These would include for- 
eign-exchange options, inter- 
est-rate and cross currency 
swaps, forward rate agree- 
ments and other structured 
deposit and debt instru- 
ments. 

Macquarie shares closed 
steady at AS15.TO. 




JAPAN 

— *" 

Banking sector ‘in good 
shape’ for Y2K problems 

* -a-* 


Doubts cast a shadow over 
chaebol restructuring plans 

Opposition is already forming to proposed reforms by 
South Korea’s conglomerates, writes John Burton 


T he agreement signed 
yesterday by South 
Korea’s top conglomer- 
ates. or chaebol, with credi- 
tor banks on state-mandated 
industrial restructuring was 
meant to create stronger 
groups focused on core busi- 
nesses. But the pact has left 

man y unhappy. 

Officials at the Federation 
of Korean Industries, which 
represents the chaebol, sus- 
pect the reforms are the 
result of a western plot to 
weaken Korea’s economic 
power. Workers are protest- 
ing about threatened job 
cuts. Analysts believe the 
plans will fail to correct 
structural faults responsible 
for Korea’s economic slump. 

The government had been 
pressing the five chaebol - 
Hyundai, Samsung. Daewoo, 
LG and SK - to get agree- 
ments on the restructuring 
plans by the middle of this 
month. All the main creditor 
banks involved are con- 
trolled by the government 
Four signed yesterday and 
the fifth, Daewoo, says it 
will sign tomorrow. 

The centre-piece of the 
reforms is a promise to halve 
the number of business units 
among the five in a move to 
cut large debts to two times 
equity by the end of 1999. 


The chaebol must also 
unravel mutual debt guaran- 
tees among subsidiaries by 
March 2000 and produce con- 
solidated financial state- 
ments for next year’s results. 

Will it save the Korean 
economy? Critics argue the 
chaebol must cut excess 
capacity, reduce debts, 
increase productivity and 
appoint managers who value 
profits above market share if 
the reforms are to succeed. 

"This is only the begin- 
ning.” acknowledges Lee 
Hun-Jai. chairman of the 
state Financial Supervisory 
Commission. 

But opposition is already 
appearing. Workers at Sam- 
sung Motors and Daewoo 
Electronics have walked out 
in protest at the swap of the 
two companies. They fear 
Samsung and Daewoo will 
cut jobs as they consolidate 
consumer electronics and 
car operations. 

That bodes HI for attempts 
to reduce excess capacity, as 
it means mass redundancies, 
estimated at 30.000 to 100,000 
lost jobs, among militant 
union workers in a nation 
that lacks a secure social 
safety net. 

The government is worried 
about social unrest triggered 
by growing unemployment. 


which is now at 7.1 per cent, 
or L5m people. This might 
provide an excuse for the 
chaebol to resist reforms by 
citing worker resistance. 

“My concern is Chat the 
government might try to 
keep unemployment low in 
key industrial sectors where 
the unions are strongest,” 
says Richard Samuelson, 
branch manager for War- 
burg Dillon Reed in Seoul. 

Mr Lee favours a gradual 
phasing out of surplus fac- 
tories. He suggests, for 
example, that Daewoo would 
shut its old car plants over 
the next few years and trans- 
fer production to a modem 
facility in Pusan it will 
acquire from Samsung. 

Analysts are also sceptical 
about the chaebol's ability to 
meet the target of reducing 
debt-equity ratios from 550 
per cent to 200 per cent in 
the next year without fur- 
ther weakening troubled 
banks. 

The chaebol have proposed 
cutting debts through 
Won20,000bn ($16bn) in new 



ing been subject to local re 0 u ™°^ . . Mnodv’s. said 
Ryan O’Connell, senior “ 

[pfynt.* 

However Japan’s banks have been slow to set up core- 
tingency ptensfwBh only 44 per cent of bankstevmg put 
any plans in place, according to the Bank of Japan. 

There is SHI concern that ten** 1 ZSTSSldSrikt 
not have made quite such good 

June, only 23 per cent of the banks said they had started 
asking their clients about Year 2000 testing. 

Vicki Bakhshi 

PETROCHEMICALS 


Kim EhUKhmg (left), Korun president, greets Lea Kun-hee (right), C am imn q Group cha h ma n 


absorbing such a large 
amount of rights issues, as it 
would squeeze liquidity. 
Asset sales are occurring 


the chaebol cut their debt 
burden. “It’s a carrot offered 
by the. government for good 
chaebol conduct, but will 


at a slow pace, as the chaebol probably require further 
are offering to sell mostly state recapitalisation of the 


troubled marginal busi- 
nesses rather than profitable 
ones to foreign investors, 
and demanding the fun price 
for what they invested. 

That reflects the reluc- 
tance of the chaebol to sell 
even lossmaking businesses 
If they are seen as strategic 
by management. Despite a 
global semiconductor glut, 
Hyundai and LG are fighting 
over management control in 


rights issues and the sale of a state-sponsored merger of 
another WonlS.OOObn in their unprofitable, debt- 


assets. but this could prove 
difficult 

Despite a sharp rise in the 
Seoul bourse recently, the 
market might have problems 


heavy memory chip 
operations. 

The government has 
allowed banks to conduct 
debt-forequity swaps to help 


banks and the taxpayer wtU 
ultimately pay,” says Mr 
Samuelso n. 

The government has 
already promised 
Won64,000bn to save banks 
after their capital was nearly 
eliminated by chaebol bank- 
ruptcies last year. 

What has added to con- 
cerns about the debt-for-eq- 
ulty swaps is that the hanks 
agreed to chaebol demands 
not to exercise any manage- 
ment control despite their 
shareholdings, which will 
allow the fondly owners to 
escape punishment for disas- 
trous decisions. 

Analysts believe the con- 


glomerates will not be man- 
aged property until owners 
allow professional executives 
to ran the businesses with- 
out interference. 

- The ^Government is deter- 
mined to take action against 
chaebof owners if manage- 
ment does not improve, 
including cutting credit and 
allowing creditor banks to 
oust owners from executive 
posts, Mr Lee says. 

Despite such talk, there 
are foals that the govern- 
ment's efforts to reflate the 
economy through interest 
rate cuts may ease pressure 
chi the chaebol to reform if 
growth improves over the 
next year and a sense of ai- 
ds recedes: . - 


Vote delayed on TPI debt 

The result erf a creditore' vote on a S3^teidebt restructur- 
ing plan at Thai Petrochemical Industry (TPI), originally 
scheduled to be released yesterday, has been delayed 
until early next year. TPI suspended most debt payments 
in 1997. 

TPI said a substantial proportion of its 148 creditors 
faced lengthy “internal procedures" In order to make a 
final decision on whether to support the plan, which was 
formally presented on December 3. This was particularly 
difficult to achieve during the holiday season. 

The plan calls for about 10 per cent of the company’s 
debt to be turned into a 30 per cent equity stake in the 
company and a maturity extension on a number of foan 
agreements. 

There is also a danse calling for a management change 
if foe company misses future loan payments or fails to 
raise a significant amount of new capital. 

TPI also paid that a “significant majority" of creditore had 
either formally supported foe plan or recommended that 
their credit committees approve it With TPI aiming to get 
hear unanimous support from creditors in order to avoid a 
court-supervised restructuring, some bankers say the 
company win use the extra time to convince those who are 
still scepticd. 

The company said it would consider minor additions to 
the plan but no substanti a l amendments would be 
accepted. Ted Bardacke, Bangkok 


Comments and press releases about international 
companies coverage can be sent by e-maB to 
mterrmtional-companiesOftcom 


NKK to shed 3,300 jobs 


By Paul Abrahams In Tokyo 

NKK, the troubled Japanese 
steel group, yesterday 
announced a further 
restructuring, involving the 
reduction of its workforce by 
more than a fifth and a 
YSSbn extraordinary 

charge next financial year to 
cover the redundancy cost. 

The company, the coun- 
try's second biggest pro- 
ducer, blamed fierce compe- 
tition and a collapse in 
demand. 

Last month. Japan’s pro- 
duction of crude steel fell 13 
per cent year on year, the 
12th consecutive month of 
declines, caused by a col- 
lapse in demand from the 
automotive and construction 
industries. 

The steel producer warned 
the cost of cutting 3*300 Jobs 


would contribute to a net 
loss of Yl09bn next year. It 
aimed to complete the lay- 
offs by March 2000. 

Most or the reductions - 
from total workforce of 
12.000 - would be achieved 
through early retirement 
and putting employees in 
non-parent company subsid- 
iaries, where they would be 
paid less. The early retire- 
ment plan, to be introduced 
In April, will be available to 
union employ ees, over the 
ago of 55 and managers over 
50. 

NKK, which Is part of the 
troubled Fuyo keiretsu. has 
already announced it would 
cut its workforce by 2,000, 
The latest move Is expected 
to save Y5bn a year in 
annual labour costs. The 
company expects the com- 
bined cuts to reduce total 


labour costs by Y20bn in the 
next fiscal year. 

For the year ending March 
1999, the company had pre- 
dicted parent net losses of 
Y47tm on sales of Yl,050bn. 
In the six months to Septem- 


Cho Hung Bank 
to be nationalised 


Cho Hung Bank Is expected 
to become the filth big South 
Korean bank to be national- 


ber it posted a net loss of ised as it agreed yesterday to 


Y30bn on turnover of 
Y456bn. 

The group, which owns 70 
per cent of the National 
Steel of the US, is struggling 
to deal with the collapse of 
Toa Steel, a subsidiary in the 
process of liquidation. 

NKK said it would cover 
the YSSbn extraordinary loss 
through asset sales. 

NKK also announced a 
reorganisation involving set- 
ting up four fully -owned sub- 
sidiaries for the steel and 
engineering divisions, 
including electric resistance 
pipe operations. 


a state-mandated merger 
with an investment bank 
and troubled provincial 
bank, writes John Burton In 
Seoul. 

The merger with Kangwon 
Bank and Hyundai Interna- 
tional Merchant Bank 
will create Korea's third 
largest bank in terms of 
assets at Won62,000bn 
($51 bn). 

The government is likely 
to recapitalise the new bank 
and acquire a 90 per cent 
stake, while it plans to 
purchase Woa2.750hn worth 
of bad loans held by Cbo 


Hung and Kangwon. 

Hyundai, which is Korea's 
largest conglomerate, has 
slakes in. Kangwon and 
Hyundai International and 
Is expected to acquire a 
4 per cent stake in the new 
bank. 

The bank merger, the 
fourth this year, is part erf a 
consolidation of Korea's 
troubled hanking sector and 
was made in response to the 
terms of a $58hn rescue by 
the International Monetary 
Fund. 

It follows the merger of 
Commercial Bank of Korea 
and HanU Bank, Kookmin 
Bank and Korea Long Term j 
Credit Bank, and Boram 
Bank and Hana Bank. 
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(the “Issuer”) 
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NOTICE OF A MEETING 

of the holders of the £200,000,000 Mortgage Backed Floating 
Rate Notes due 2029 of the Issuer 

(the “Noteholders” and the “Notes" respectively) 
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AUTOMOBILES PEUGEOT 

Incorporated with limited liability os a soeiktf anonyme under the laws of France 
Share capital: FRF L903, 165.000 
Registered office; 75, Arraue de la Grande A rm6e 75016 Paris 
Registered in Paris: B552. 144. 503 
Notice of 2 M meetuqg to holders of 
FRF 2,000.000,000 8.5 per cent. Notes due 2000 (the “Notes”) 

ISIN: XS 0041850214 

Ai the required quorum lor ibe Meeting held on 17* December. 1998 was not obtained, notice is 
heteh> j;iven ihat another General Meeting of the noteholders of the above mentioned issue is 
i-onrcncd by Automobiles Peugeot in (he offices of Paribas, 3, rue d’Anria. 75002 Paris on 24* 
December at S.Ju am tPans lime I for (he purpose of considering the following -t genri-T. 

• Directors Report; 

• Election of Rcpmcnunitcs; 

• Definition *vf the Representative,' powers; 

- Subject lu i he decision of the general meetings of Automobiles Peugeot. PC A and PCI and Soeift£ 

Commend a!c PARIS FRANCHE-COMTE shareholders; 

approval of the transfer of some assets of Automobiles Peugeot to Peugeot Quota Automobiles 
(PCA) and; 

approval of tlltf transfer of some assets or Amoowbiks Peugeot to Process Coocepbco Ingemerii 
tPCIiand; 

approval of the transfer of some assets of Automobiles Peugeot » Socid€ Coanwrcialc Paris 
Franchc-Cmne. 

• Filing of (be documents (riming to the General Meeting. 

All ntdebolden arc entitled to participate in. or be represented at the General Meeting. However, in 
order o» be able to often! die Meeting, a noteholder may deposit hu Notes with the Fiscal Agent or 
with a Paying Agent or its specified offices set out below, or such Notes may be held, to the satisfaction 
of die Fiscal Agent or such Paying Agent, to its offer by Cede! Bank or Eurodcar. for die purpose of 
obtaining a voting certificate, appointing proxies or giving soring instructions in respect of (he Genial 
Meeting non) five days before dw time Used for the Meeting, hat not thereafter. 

Fiscal Agent and Principal Paying Agent 
Sample Paribas Luxembourg 
10A boolcvani Royal. L-209J Luxcuboutg 


Pari has 
3. rue d* Amin 
75002 Paris 


Paying Agents: 
Citibank NA. Loodcm 
5 Canoditc Street 
London EC4Y0PA 


Citibank N A, Brussels 
35 avenue desAns 
B- 1040 Brussels 


NISHI-NIPPON FINANCE (CAYMAN) LIMITED 
NOTICE to the holders of Qu 

¥15,000,000,000 

Undated Gonmnleed Subordinated Floating Rate Notes 


NISHI-NIPPON FINANCE (CAYMAN) LIMITED 

Notice is hereby given that The Daiwa Bank, limited. London 
Brandi at its office at Fifth Floor, 4 Qroadgaie, London EC2M 
2Q5 will resign from its rote of Principal Paying Agent and Agent 
Bank in relation to dw above issue from 2nd February, 1999- 

Frorn 2nd February, 1999 The Chaw Manhattan Bank at its office 
at Trinity Tower. 9 Thomas More Street. London El 9YT will be 
appointed to the roles of Principal Paying Agent and Agent Bank 
in nriatian to the above issue. 

The Driwa Bank. Limited 
fifth Floor. 4 Bifedgafe 
Dated: 18th December. 1998 London EC2M2QS 



DAINIPPON SCREEN MFC. CO., LTD. 

NOTICE to titeholdenof the 

¥10,000,000,000 

AOS percent Notes due 2004 
of 

DAINIPPON SCREEN MFG. CO. LT1X 

Notice is hereby given that The Daiwa Bank, Limned, London 
Branch at its office at Fifth Floor, 4 Broadgate. London EC2M 
2QS will resign from its role of fiscal Agent and P«y ingAgent id 
relation to the above issue from 1 9th January. 1999. 

From 19th January, 1999 The Chase Manhattan Baikal its office 
at Trinity Tower. 9 Thomas M«e Street, London Ei 9YT will be 
appointed to the roles of Fiscal Agent and Paying Agent in 
relation to the above issue. 

The Dam Bank, United 
Fifth Flow; 4 Broadgate 
Doted; I&rfi December, 1998 London EC2M2QS 
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PROPERTY CAMAOjAN GROUP PU RSUES SH1FTAWAY _FR0M RETAIL MARKET 


By Scott Morrison In Tgnmto 

TrizecHahn yesterday 
announced the acquisition of 
US$650m of US office proper- 
ties and the completion of 
another US$300m purchase, 
as part of its strategy of Fern- 
vesting proceeds from the 
recent sale of its US retail 
portfolio." 

The Canadian property 
group said it had spent 
US$470m on 10 office proper- 
ties in various US cities from 
Equitable Life Assurance 
Society. It also bought two 


other properties from Equi- 
table for as additional 
USSSim and another US$9im 
office complex from The 
Rouse C ompany , , 

The acquisitions Increase 
the company’s presence in 
leading US markets such as 
Chicago, New York. Atlanta 
and Washington. 

At the same time, the 
group completed the acquisi- 
. don of the US$300zn 
portfolio of US office build- 
ings and development prop- 
erties. owned by the UK 
groups Chdsfield and P&O- 


TrizecHahn also said yes- 
terday it had completed the 
US$2.5bn sale of Us retail 
portfolio to Rouse and West- 
field America, two US mail 
operators. 

The deals are in line with 
the company’s strategy of 
shifting its assets from the 
retail sector into higher- 
yielding office properties. 
Earlier this year it said it 
wanted to leave the mature 
retail property market to 
take more advantage of ris- 
ing US office rents and fall- 
ing vacancy rates. 


The company said it had 
achieved substantially 
higher returns on its office 

properties, purchased at dis- 
counts to replacement costs, 
by increasing occupancy 
rates and raising belbw-mar- 
ket rents. 

Trizec said the average 
rent for its new properties 
was more than 25 per cent 
below market rates, and 
as a substantial portion of 
leases are soon to be rolled 
over, the company would be 
able to raise rents signifi- 
cantly. 


Industry analysts said Tri- 
zec had moved quickly to 
execute its strategy. Accord- 
ing to Mike Hough, a real-es- 
tate analyst at HSBC Securi- 
ties, the company had 
benefited from the fact that 
US property groups had been 
hamstrung over the past few 
months by a credit crunch 
and weak share prices of 
real estate investment 
trusts. 

That had given Trizec 
strong liquidity and purchas- 
ing power compared with its 
US competitors. 


Munk tries to alter shopping habits of a lifetime 

Developer is taking North American retailing methods to central Europe, reports Scott Morrison 


P eter Munk, the Cana- 
dian gold baron turned 
property, baron, has 
taken an interest in the 
shopping habits of Hungar- 
ians. 

As the pace of their coun- 
try’s economic development 
quickens, be argues, people 
will have less time for their 
customary daily shopping 
trips and will instead opt for 
the weekly shopping excur- 
sions common in North 
America. 

Mr Munk sees this as a 
unique opportunity for Tri- 
zecHahn, the property group 
of which he is chief execu- 
tive, which is moving to 
exploit the trend by invest- 
ing up to US$500m to 
develop mixed-use com- 
plexes in central Europe 
over the next two years as 
demand for retail and enter- 
tainment centres increases. 

Industry observers gener- 
ally support the 'Canadian 
company’s European initia- 
tive, 'but caution that it Is 
not without risk. 

A recept report by Janes 
Lang Wootton, the UK con- 
sultant, says central Euro- 
peans still prefer to shop 
daily, have relatively low 
purchasing power and are 
not familiar with the 
market-based retail culture 
common in more developed 
nations. 

But Mr- Munk, who 
remains chairman of Barrick 


Gold, compares the current 
market for retail space in. 
central Europe to that which 
existed in the US in the 
1960s, when developers grew 
wealthy by building shop- 
ping twaTTis 

With central Europe on 
the cusp of a. similar boom. 
Mr Munk says, it is crucial 
to be among the first devel- 
opers into the region is 
order to secure prime loca- 
tions and form relationships 
with retailers. 

TrlzecHahn is one of sev- 
eral groups moving into the 
market, bat claims to be one 
of the. few with • sufficient 
cash reserves and expertise 
to back up its development 
strategy. .- 

While It is expanding its 
extensive -North American 
office portfolio, it yesterday 
completed the sale of the 
bulk of Its US retail portfolio 
for US$2.5bn, enabling it to 
refocus its retail develop- 
ment and management 
on Europe. The company’s 
first priority has been to 
establish solid partnerships 
with local groups that know 
their markets well. 

The company has entered 
joint ventures or is in talk* 
with partners In Hungary, 
the Czech Republic and 
Poland, as well as In Spain, 
Germany and Italy! Mr 
Munk estimates total invest- 
ment in TrizecHahn projects 
across the continent, indud- 



Peter Mimic Inawts the timing of Ms move h fight 


ing contributions from part- 
ners, could reach US$1 bn. 

TrizecHahn has adopted a 
two-pronged strategy in 
Europe. Its first approach is 
to develop suburban retail 
and entertainment centres 
anchored by hypermarkets, 
which are deemed crucial 
magnets for attracting con- 
sumers. 

I n the Czech Republic, for 
example, TrlzecHahn has 
teamed with. Stannifer, a 
local group, to develop five 
retail and entertainment 
centres. It also aims to 
develop mixed-use projects 
on unused railway land in 
European urban areas. 


Mr Munk says the com- 
pany is in talks to buy or 
lease railway land, or form 
joint ventures, with half a 
dozen national rail compa- 
nies that own property in 
various city centres. 

Such developments might 
also go some way toward 
mollifying critics worried 
about the impact of out-of- 
town shopping centres on 
Inner-city retail areas - an 
important concern in many 
European countries. 

TrizecHahn and partner 
Polos investments ’ have 
begun construction on the 
first such project, the 
US$200m West End City Cen- 
tre in Budapest. This 


Hong Kong link-up concludes 
a strong year for the Nasd 


430,000 sq ft development 
will feature a supermarket, 
cinemas and retail space, 
providing a vehicle for North 
American and west Euro- 
pean speciality chains to 
expand into new markets. 

Few dispute the opportuni- 
ties available to developers 
such as TrizecHahn. The big- 
gest variable is the pace at 
which central European 
economies grow and the 
speed with which they are 
integrated Into the European 
Union. 

Mr Munk insists his tim- 
ing Is right and his compa- 
ny’s European investments 
will make a return on equity 
that will “significantly 
exceed” TrizecHahn 's overall 
target of 20 per cent. 

Jones Lang Wootton notes 
that the three leading cen- 
tral European economies - 
Poland. Hungary and the 
Czech Republic - have sur- 
vived the initial transition to 
market economies and are 
short-listed for European 
Union membership. 

Ultimately, however, Tri- 
zecHahn ‘s expansion 
depends on the ability of 
central European nations to 
successfully integrate their 
economies. says John Milli- 
gan, the consultancy’s head 
property analyst. ”If the 
euro is a disaster, then [Tri- 
zecHahn] is probably too 
early. If it is a success, then 
it is right on time.” 


A dual-listing 
agreement is 
planned with SEHK, 
writes John Labate 

I t has been a good year for 
Frank Zarb. chairman of 
the Nasd. the parent organ- 
isation of the Nasdaq stock 
market. 

Yesterday he crowned a 
year of aggressive mergers 
in the US market with a 
potentially far-reaching part- 
nership between his own 
National Association of 
Securities Dealers (Nasd) 
and the Stock Exchange of 
Hong Kong. 

The one definite agree- 
ment revealed yesterday was 
the formation of a new co-op- 
erative internet site, giving 
US and Asian Investors 
access to prices and other 
financial information on the 
range of stocks on Nasdaq 
and the SEHK. 

The more important news, 
however, was that both 
exchanges are now at work 
to produce a programme of 
20 to 30 dual-listed stocks - a 
move that could begin to 
break down investment bar- 
riers that exist between 
national stock exchanges. 
Regulators have yet to pro- 
nounce on their plans, but a 
final list of stocks could be 
announced in the next sev- 
eral weeks. 

“Our intent is to expose 
our pools of liquidity to 
products and issuing compa- 
nies outride the US. and vice 
versa.” said Mr Zarb at a 
joint press conference with 
H.C. Lee. chairman of the 
SEHK. 

Both executives described 
yesterday’s agreements as 
the first step in what could 
be a series of initiatives. “It 
is just the start.” said Mr 
Lee. “We look forward to fur- 
ther co-operation with the 
Nasd group in the year 
ahead." 

If successful, such dual- 
listing agreements between 
exchanges could eliminate 
the system of American 
Depositary Receipts (ADRs). 
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under which most non-US 
companies gain access to US 
equity markets. 

SEHK, Asia’s second larg- 
est. is considered a main 
gateway for investors in 
companies based in main- 
land China. About 15 per 
cent of the exchange's mar- 
ket capitalisation is made up 
of China-related companies. 
Mr Lee said be expected one 
or two Chinese companies to 
be included in the basket of 
stocks to trade on Nasdaq. 

Seven US and Asian 
investment banks have 
agreed to participate in the 
programme of dual -listed 
stocks, including Goldman 
Sachs. Merrill Lynch, HSBC 
Holdings and the Bank of 
China. 

Mr Zarb said the formation 
of closer links with SEHK 
was consistent with the 
strategy behind the acquisi- 
tion of the Philadelphia and 
American stock exchanges 
earlier this year. 

Those deals expanded the 
range of investment prod- 
ucts - most importantly, 
equity options trading - 
within the Nasd. Nasdaq 
remains the second largest 
market in the US by market 
capitalisation, behind the 
New York Stock Exchange. 


In Europe, the Nasd is still 
m talks to establish similar 
links with the Deutsche 
Borse. 

In the past, -the London 
Stock Exchange has 
expressed reluctance to hold 
talks with the Nasd, though 
recently this stance has soft- 
ened. 

Yesterday's announcement 
revealed potential barriers to 
such direct -list ing pro- 
grammes as well as with the 
sharing of internet-based 
financial information. The 
internet site will not offer 
real-time stock data - 
there will be delays of 
60 minutes for Hong Kong 
stocks and 15-30 minutes for 
US stocks. 

The programme of dual 
stock listing also has hurdles 
ahead of it. 

The Securities and 
Exchange Commission, the 
US regulatory agency with 
final authority over the 
Nasd. has not given the pro- 
gramme its final approval. 
Accounting differences 
between countries may also 
present a drawback for 
many companies hoping to 
access US financial markets. 
“Accounting standards 
worldwide are still a chal- 
lenge," said Mr Zarb. 
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NOTICE OF A MEETING 

of the holders of the £250,000,000 Mortgage Backed Floating 
... Rate Notes due 2020 of the Issuer . : 

. <the “Ho<*hoWerK” and'the"HotB«" respectively) . 

NOTICE BHBlHrf(3yB4diaca H a ertrn of tee Notehjdsraaiiram d by dm teauerw* be held atASHofcom^Atenct. London 
ECIA2WcnR%ISih>Bi7 IWb 1 1. 1 0»m (London time) [or a* sooo (hereafter as rim meering of the hafows cflMC 
P.mBS. lour* Rrauxfog PLC now cnocfaW) far tee paspow erf i»tuMwto g Mtegtlinifofo9c>B*'l rim fcbamfagRtsofc aton t 
whfchwll bo propose desEmranranory Raoolutfansfawwdancovddidto puHainii sofsin iiTfl oo i 1 died 2d* Jane IWndi 
between, inter teb. the hBtemteMDfpoGuvainy'DuK Company of Nfovlforic. London eMc*as mow far the NonhaUers (the 
TraflaO^nd constituting the Now$he < Trwc Deed* m amended by* third supptanwncal mac deed dated 6* Dseembw 1589. . 
atom* »qiptwtieKteiiti*daeddaa*ri2Afo)u^Wai«d»«fthitqqiteraerictlmnt Mil ted IT* Saptnfoer mQ,«di made 
haun t, fa fc r A die tnmr and tfwTmm— (tee ‘SappWnend That Deo**)). 

- PROPOSAL • . , . 

Tlmiouerhbitmfofatatelacttpdmpwhgafdie EBn i ot ri ha i qr Rdiobtoopa.tDto dwiiiho NotMlafal.aK 100 parent of dtdr 
principal araoutt (piut accrued i«er*«q.Radtmpdon .faff otf occur on an harm pqmnt dan. 

TTmEaroorrlnary Rtmfarionttetoutbte»tlffoilypa te od. wlI mpff*triioitsaMBtof tH wndrafotitoteoa>rmtandoo<teMont 
of tfaaNotasfthfCnndldont*) and to rimThistDcedjnd other agreements In wtew to faefae the rednepdonof dm Noma. 
Rcackteon I pvt»dWfar*edtetideote*eiwqMfcaMei«i»ohteigtB*ep(tod(dLaioo«ieafteeNijt*itoo*ed«BbaoUB»n*h 
a the tene dm btuer oatta rimopdan to redeem At Man' Tbeftodce period to be^ren to theTremeand dm NotataWan 
t tko amended . • • , * 

Roxotafon 2 reduces the Maraa parted of riw Nows from 3 months a L month sad msfces e oaajuswfrl s msmtea w a the 
Comtek**. . “ ' "• •* - i •“ 

Aookskm 3 md mrka daZama a sgaamantono a thaHas Pad ad o*a ya a to toohdaw 1 isidZ 

g die Ciui a u t itea y (tieotetteM a* paaod, k Is safcpaad dac node* «q be gpmn W theThatoe ad N u i do M ei rf the 
rademdon trf the Noaa oa a teswwt pqftnsM <ha bf puUadott In da naadriTtews ad dwtwpi Eureih*r ad CaM a 
hac 7deri bsfata die radasvdon dsos.. 

hi acofdwa e*h ta hdhbsI pracdOb thalhama' apNaa nb qpWoa on tha mqriks of dim baposds or tbo EtenortSary 
Raakittens ennadnad in rids Notice hoc hu authorfad k a bemad *a k h* t» obfeofeo aae Aaofadoo* bslaf sufamkad 
a-riM Noeehoidtn far thdr anddaafaa. _ 


-THAT dA Meatk^ of die balden of dm £2SOuOOCU)00 Mor^ge Badead floating Rtta Noes* due 2028 (rite'ttocas') oCIMC 
KJiaS.F»h Hnant*!* PUC (thaTsamrOaJredtwnd two trust deed ifrad 2fahfcm>HW»nd made t m» . sat. tottrdtedie bnuer 


ranaS. FtehHnaniigPUC (the TsamOmnaJBitadtystrust deed ifcmd26*h}me I Wind made bet»aa,*7trrdte. the Issuer 
and Moran Gaaay Thist Conpaw ti New'fcrk.tdndon tAa (the’Trestee’) (tbs 'That Deaf a a wads d by a dted 
B ai p ia n u d treat dead <fated tdi December lSW,t burdnapphamn a hiat dad dated Ztehjdy IW0 ad a Ohapplawol 
wt dead aad27>h Sy so6ar l9JC.ead>nad>het>taaifc-**er«fcd>«<ssMBr and tfaaThgaa (ihe ‘ V i^ p k in s nn rihwDaadO) 
hereby: ’ 

I. Sacdons and appma AaaodSootoo and amsndmsosdrdte terms md«ndklo»cdd»aNocaaIil>a*CloodWonO by tea 
■Wadcsi in to •ndmy CendUan-5[q «nd )t» rtptecamrnt e*h tha 
. ■'On gMij net tea sbsn.5 Badness D^i Qotfaa tha NocdioUsn In rrspea; el da reJeomtnBeha.the baur avion 
am kasvsc RmTHDt Deoi reMn(aaTraad>a.radamn a( $tac not soma anfar) c/ da Nocn bi advTmd» a«(iher vrtth 
know aeovad-a tha dan of rademfxkNNprakfadtiaKpslgr a piteic tty adi twice, da fcasrsM kata satbSed the 
■Rrustn tfac kaS Ian tads nocahficCatfaahaaacof wf othor person suCetent a US ks oUpdons in rap« ed 
such Dacha': 

1. SaictonsaliippiwatdaB WIlV a rtnn ail sm a nir nep r ortbaaaTnsailoandktattordaNcaestda'CowtefonOby: 

M oBw w toawt of the Supplcmoncd Manoramtem. dtsad.27th Ssptambar 1990 by btsantef boma fl ady aha- tha wards 

-No«MBha^fttrt«r*|Uteffsd , hdad^itetewofh— tftynawlPM « h e aarfc^m»tha*WtsfcttfrosaaMi 

Mraji W99 each sutaetpanc tacaaat ftjtaait Ossa stal be lha hst Oakwa saduneadT. 

(h) ihs knerdon cd die w u r d s^ u p a and Inctechnt; ihe period «mBm otl (and tedoJr^>2S«h Fabnary 1997* »har tee wtrrit 
%ut*a(|uaK parted* kiaa saoond pangcaph o( Comteten 

(ri the k*artfan o( the tsords "tetd afttr da hnraB Parted andkiy on {and tettedki|) 2Sdi Fahrar> 1999 each sacceahe 
b aa ftoriod t i ieraa ft a' ihdi baifr on {nHxMd'* 1 baaraat ftynanc OaM aid and on [ate Indites) dM 
tomadtatefarp^cedns tha new tacarat ftyraattDaca'at iheate of thehncaansasca «i parapaph 2 oi ConAdcai 
(d) tha lapbeaww of da wate”«»ar in the Bat fta arOatedon 4W wildi da««o*d.>a". - 

1 Sateriana, approval ate. aahortaa* thalhama- tp anty tam a arptemaad trum daad ate wdt othar ay aaacacs or 


paapp 





wwMhar Mdbte or mpptetedh* not tan mm ww^aroi vnatwa prtedpn amotre mow Memo lor me dme tan 
nor prersnt ar rite Maadng urchin da dma ptanotead ly dw^nd Paal rha Maate^ ad he 

Pta^oMaiLTha wbnan at such at adkaxad MaahV fra one nr aim* panaea prasacc W** Nona or w**. 

tha Wmaa farxlM Jteia babs amtanAp . 




Another monster development from Universal AP 

Universal snaps 
up land in 
Disney region 


By Orfstoptar Parites 
ki los Angeles 

Universal Studios has 
bought more than 2.000 acres 
of land in central Florida, 
setting the scene for a battle 
for tourist dollars with Walt 
Disney which dntryinatpg the 
region’s theme park Indus- 
try. 

The purchase from Lock- 
heed Martin for an undis- 
closed price increases three- 
fold the Seagram 
subsidiary’s acreage in the 
state. Although ho firm 
plans have been announced, 
filings with local authorities 
mention two theme parks, 
golf -courses and hotels. 

Universal simultaneously 
announced the' sale of 230 
acres of the parcel to the 
local Orange County govern- 
ment, which plans to use it 
to expand its convention 
centre, which will help 
attract visitors to the area. 

The land is on the main 
tourist road, a few miles 
from the easting Universal 
Studios Escape site. . opened 
in 1990, which is undergoing 
a $2.7bn expansion, includ- 
ing the addition of the 
Islands of Adventure theme 
park, duo to open next sum- 
mer. . 

Edgar Bronfinan, Seagram 
chairman a this week named 
the group's outdoor enter- 
tainment division ' as one of 


its main profit centres for 
the next few years. He 
claimed income would treble 
to $150m as Islands of 
Adventure and a park under 
construction near Osaka, 
Japan, were opened. 

Universal recently pur- 
chased the Wet ’n’ Wild 
water parks company, which 
includes one facility In 
Orlando. Florida, and took 
control of a site near Barce- 
lona. 

By clustering varied 
attractions and providing a 
wide-range of accommoda- 
tion, entertainment compa- 
nies, led by Disney, are suc- 
cessfully developing the 
concept of the theme park as 
a "destination resort", where 
visitors stay a week or more 
instead of only a day or two. 

Disney’s resorts business 
is . now the most profitable of 
its core operations, and 
growing quickly. Disneyland 
in Anaheim, California, has 
sacrificed a l 00-acre car park 
to make room for a second 
J1.5bn park -next door. 

. Ihe link between Univer- 
sal’s latest move ami the Flo- 
rida authorities' plans to 
enlarge the convention cen- 
tre underscores the increas- 
ingly collaborative nature of 
the Industry. 

Disney's Anaheim expan- 
sion Is being accompanied 
by a SSOOm-plus face-lift for 
the cityl 


TMC P.I.M.B.S. Sixth Financing PLC 

(the “Issuer”) 

NOTICE OF A MEETING 

of the holders of the £210,000,000 Mortgage Backed Floating 
Rate Notes due 2029 of the Issuer 

(thfe n NorehotdaiV and the “Notes" respectively) 

NOTICE S 1091 GWEN doc » ttahigef riw Nottetoldcn amMd by dm tauer be held « 65 Holton Vbdua. London 
ECIA2DT on Frtafa^ 15th pnarf 1999 k 1 120am (London amej (or 2 S soon thoreafter as ih© nwecmf of ihe holder of TMC 
WJULS. fifeh ffcandec HjC notti ennefedet) far the purpose of oonteirb^ and. S thought fe, pKsng d» fottoww® KcsohUons 
wWdi w<l be pnyo tcJ g Cm *m ih n» yKKOfadont In KcorAnot with ihe pnwtrionndt met deed ifaad 25th June 1989 made 
between, tar ok tha InuB-nd Moran Gua-iixy True Compaq erf New 'fork. London office as dukec for die Noteholders (die 
“Tnatee”) and ooHrin ehy die Nona (the Truw Deed” at Encoded by a third mppiemtonl true deed <hmd 5th December 1 989, 
& fourth a y pkmenat m deed dtted Mdt 1990. » Writ nwhcnenQl oro deed dued 27* Sb pttmbar 1990 Kid i shah 
HfphntBBteBUK dead dnd 28* Fehnaiy 1991, each node bea««n.taer ate. die Issuer and d» Thmee (die -Suppiarntnod 
TrateDaadiD. 

raorosAL 

Tliefauirlt hei»iJn^ wt)taio*epM*aofdieEKT«ottenMy SosotedanfctOiedeeBidieNoMiBtellK 100 per cent nlihelr 
pitedpte mu 6*a semied bntfeeq. Redempdon wB only oeor on » bncmt pqitnent tfatn. 

The fomonSnwy Resohteom ck out bafaw 8 duly pesod, «tei ^preve die mldng af amenteiwti to she anm and coodKane 
of tee Non (the Xondhfam*) ate to Aelteot Deed md ocher apeemem* In coder to fedfate die redemption nf dse NeteL 
Reeohteon 1 prwddes for cha du l ml on of ihe requcemeoB retire amoum of *« Notes reqohed to he oiwantCng 

k the time the taper eterckK die option to redeem die Now.Tlie notice period n be *»en m dieTnacae end tha Noeehoidtn 
It afro amended. 

Rentedon 2 reduaa the branat petted td *e Notts from J rnomhs u> I man* vd nsto cooiequtniht anwadmOTS to the 
Contedom. 

8aealHdon3 iete i u i hK dieTnBtBetD t 8reB t iiie n dnio e» tPih«'lnBtDeedindodiar ^ eemBiBiopvefcgtoteotenon« lend 2. 
t the C*mas te u ry Refokteem era pewed. It k indclpned dot nadoe wS be ptm to the Thane and Noteholders cf the 
redenyt l on of the Nowe on an [ntereg pyrnent dm by pubtodon in *e ftanodTbni and tfirotgh Earodear and Cedtl at 
leiet 7 *p» befam die mde m poc ai dei 

In sceorrince whh ks oontol practice, the Ihotee ettpreuee no opinon on the merits of these propetai* or the Bmonbory 
Rowtec lO K conn b i adlntWe Wattee but hae euthocteed X to be aamd dwr It hM no obfoetten eotha B wo tet ew i bdnctubmfceed 
to die bhateiteden for dter ooitederadan 

EXTRAORDINAirr RESOLUTIONS 

THAT d* MnteK of the holden of the £210000.000 Moct^te fished RaKb«Notai due 2029 (*•' TloteeT oTTMC RIMSS. 
Sbch f VaochuPLC t*« m l»»i*0 coonhured by * trust dawl doaed 24th >»ie 1989 end made between, ner ole; tee bw«r and 
Mwgm GuanmcyTrox Company of NewTbch, London offct (the'Thane') (the “TruK DeecT at amended by » third nppianenni 
crust deed dead 6* Deeantier !969.a favrte stppUnwSTQl ermt deed dated 24* Jafar 1990, a Hte appiemenoU mot deed dated 
27* Sapavnber 1990 «id a sbab aopptatantd oust dead dated 28* Febnary 1991, each made betawn, tear ala. the bouer and 
teaTrunee (*e*l> ^ pte W«te ThMt Deed^)) hereby: 

I. Sanodom end approsK the modBcadon and amendm en t of the terms and condWons id da Notes |the"CondMons~) by the 
iMetten In te erterwy of Corukten 5(e) and la rvpboamtnt wi* the faltering 

*On ^vfot not I e« than 5 Bu t i n e n Dys notice to ihe Notcholdtrt In respect of the item a nt Tranche, tha Issuer rag on 
aiytetete tt Pa y me n t Dam relabng to a Tranche, redeem aflUwt not tome enly) of *e Notes win* Tranche together sat* 
bwett accrued to the dace of radtmptten.prm«ted dot. prior to 0*ft<c an/ saeb notate, die tauer sh»l ham axeteted tee 
Trustee that It stelhnefUn* not subject m *e InieraK of arv other penan stfldent id Udl la ohS^doni hi respect of 
auchVenche’^ 

X Sanatoria and approwg the mo dfo iaafo n and a mendment cf the (ermi and eondMnns of the Notes (the Xondbioia") by: 

(a) anfalm e n c of the Sapptemaacd Memorandum dated 6th December 1989 by Insertbig teaned to dy after the words 
"Apr! Jidjt October and Joeary” In the ddWbon of Inorest Payment Date die won* "but so dot wi* tefeet horn 29* 
fueot^ 1999 eedi otetequenc teeereK Rqmenc Dam rial be the ks BtaSncn Day of edi month”; 

(b) the tesortlen of die wor*“up to and Inthuflu the penodmtebigoa (and Indudkig) 28* Jour* 199V after the wad 
“t Un eepem period* In the second panpaph of C o nd M on 4(a): 

w *■ insertion of tee words “and after the burnt Period tn*TS on (and JndudUg) 28* JtKor)i, 1999 each suecessivo 
b ia re te Period diew h r stall bejfo on (md tntihtee) an InaraK Pvmmt Dose and ate on (and mthtee) tee *y 
bte n e d hta ly pie u edfog the mm fooee Payment One* k tee end of dm fast sentmee of pengaph 2 of Con*lan 4Ub 
(d) .the mp d aepnent of dm word*W In dm Int fae of Condkrien 4(b) whh dm word “ms'. 

X Sanctions, appro iei and mnhortses the Trustee so eater biro a n^pfemeno) mat deed and sudi oth er a yean eng or 
tteae nan u pf any) as It my detarmtne.cn sudi terms aa h.ln Its sole disrgtioainay agree, m gee eflect m Reaoheiont I and 
2 above. 

B yte n lo ta defined fo dm Notes or In die Trust Deed (u amended by the Suppiementad Trust Oeetb) teal have dm same 
nwn l np when load In these reeahteanV. 

van NO AM> QUORUM 

I. A Noteholder wWtag toattmd and w» at Che Pleteng In perion must produce at dm Meet** ridM" hs dteWche NomfrJ or a 
vafcf vodnp omdficaee or cetfam famied by e Rffaf A*ere refadve to the Noofa) In icspect of wN* he wfehes to me. 


vafcf vodnp mrtifcaee :or tritam Imied by a R*** A*ert refadve to the Noofa) In icspeet of white he wfehes to me. 

A Noteholder not bsemSng is attend arte voce at dm Meetef ki person may Other d*ver hk Noca(s) or voting ccrtificata(>) 
te the peraon whom he wbhes m mend on lit behad or tew a wring hcmictten (on a vodnf temruoten farm obtainable (rwn 
die speeded oBce of any of dm ^h R Ag t a see out bteou^ Mructinc dm Paying Age« to appotet one or more prates to 
Ktmdend vote at. dm Meedngbi a c cordance whh hts tesructiona. 

Now nqr be deported wfch a Agent or (oa tee s aditiuio n of the Paying Agent) hdd to its order or latter hs control 

orbtocU In an aeaaeit wite Moggan Guaranty^ That Company of New Tbrfo Brumtel office, H opentnr of the Eurodear 
SystemDrCedeto*.sodfadiinetyna.for*epmT>oiceofobQmhT g vottegcenflcaaBorpvimvoOnte iii uroonHnrespeet 
of tee* Meadnb te ea* ease mefl 4 boon befora dm time appmtend lor noMtag dm MecAig (on if appbotle, any amounted 
such Meedn^. but not theraftecAiy Notegr) so depoaftnd or held or bfathed wH ha ttewed at dm conchadon of tee Meeorg 
(oe If wpfeNft- a^earad aodi Meeting) tar ipon surrender of die wotfcg cerdBeacefs) oe, not lw dwi 48 hours before 
dm coma mi i cein e m of dm Meeting (oo If appbcaMe. my a^ttarmd such Meepre), the revocanon of die uatfag bgpmettewiglvtn 
bi wpea thereof. 

X The qdonan required at the Maartig Is on* Or more persona present boldbn Notes or voting ccrdgwea or bategpmtees and 
t a gath er l eth g or NpH Wing noc Iob don MtKhlnfa of die ngpvu principal amort of the Now lor dm dma being 
WI MIK f^ IF a <pona* h noc prmenc at the Meeteg wftNn the time prescribed fay dm 'Bust Deed, the Meeting wfl bo 
ad|DWimd and dm fooiaordmry ftesohnicn wfl be toratend a an adteimd Matteng (notite oT «d«di mfl be #mi ta the 

Noteholders). The quartan at sudi an asfiournad Mooring wg bo one or mare persons present hoUng Nock or vote* 
aedfiones or pradcs mte tsfarimr hoMteg or nqmsemteg not les dun OMMhhds of the ngnESBa prlnopal amouK of 

dm Now for the time befog o uutmilng . 

3. Every question submrtied to *c Meeting wR be dtdded one show of hands itd sn a pod h tbiy d a uea ted by the Qoinnm 

of dm Meeting or bf dm Immr, dmlhawe or one or rare percent promt hohfing one or more Notes or vdctg certekztes 
or befog md hoMbc or rapmmteg h die tEptpte not fap dan tmo per cent of dm FVfndpri Amowk Oiaemdni 

of the Notes. On a riww of hastes every person item Bprettot in peraon arte produces a Note or vwfog ce rdfi u te or hi 
pray teal h m on e votn. On s poll every person who h to present riaChme one vote In ratpect of each flteprincfori amount 
of tee flow so prod u ced or i sp aas e n ad by the voting c e rt B aa to pmhiced or In respec t of which ha is a proxy. Wkhout 
ptefodee »*• tanni of any block votfag koriinfana voter rial noc be obl(gad n mrdm al dm votes ua white he fs enthied 
or so weal dm sons vriddi he eserdw fa dm same vnqt 

4. TbbopesseAM E i mau fd foa tyResobaiontofoib—analnrityfobmurtonsIritoiofnatleKdanTSpereantnfthovowciic. 
tfpnaden tw raordteary R e s u l uri pn wR bo blndteg upm al ahe Notteobters.wh«thK or not paesentat the M eeting md 
wherimr or no t votfoft and upon abhcldtnoICbiyoi* appertaining to tee Now. 

PMNCtiKLremNOMBCT PAYING ACCHT 

Ckfomfc.NA.ECl Beat 18055 Bmque Parfoas (Leanfooui) SA 

S Cannteta Street London EC4Y DM IQA Boulevard RoyaL L-2093 Lrambourg 

TNi hfatee k gfren byrTMC RLMBi Sbah RnaDdng PLC 

SfoWahmsAddns House Adtey Avenue Epsom Suriity KTI8MS Dam) IB* December 1998 

Nenholdni whoae Now •(« held by Emodaar or Cadribmk should oonatt dm fblovidng far Fivrimr bdorvnaaoK 
lanortrorr Custody Opmatfans Dapanmm (atepbone Bnaote *322 2242100 tafoae 6 1 (US) 

Cods fa ndc Corptro Addon Pq a nmwttriephotm la—beisg *351 44992054:1^2791). 

nds Notice does noc eamoone m offar of aoMfa of ahe hoar. 
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AMP Doised to win $3bn battle for NPI 


By Christopher Bnnm>Hi*oes 

AMP of Australia is poised 
to win the battle to buy NPI. 
the mutual life assurer, in a 
deal with a headline value of 
more than E2bn (gtfbn). 

It has fought off competi- 
tion from the two remaining 
bidders in the race, Britan- 
nic Assurance, the door-to- 
door sales specialist, and 
CGU. the composite insurer. 

The victory - which had 
still to be finalised last night 
- gives the Australian group 


the position in the UK inde- 
pendent financial adviser 
market it has long coveted. 

It adds a new distribution 
channel and an upmarket 
presence to complement Its 
ownership of Pearl Assur- 
ance - which has a direct 
sales force targeting low-to- 
middle income groups - and 
Henderson - the fund man- 
ager it bought earlier this 
year. Contractual issues 
could yet frustrate the deal. 

NPI was forced to put 
itself up for sale two months 


ago by financial weakness 
and poor returns. It has not 
been able to invest as much 
as it would have liked in 
equities, which have tradi- 
tionally provided the best 
investment returns. 

The amount AMP will 
actually pay is much lower 
than the headline figure. It 
is expected to make an injec- 
tion of some £800m to £lbn 
into NPrs life ftind. But this 
will probably be done by 
harnessing the financial 
strength of Pearl Assur- 


ance's life fund. 

It is also expected to pay 
about £550m in goodwill for 
NPrs brand name, new busi- 
ness prospects and infra- 
structure - money that is 
likely to be distributed as a 
cash windfall to NPI's 
000,000 policyholders. 

The final part of the deal 
would see NPI’S existing 
funds being ring-fenced and 
distributed to its policy- 
holders via bonuses over 
tune. It Is thought this estate 
is about £1.4hn. 


Last year. AMP lost out In 
the auction to buy. Scottish 
Amicable, another life 
assurer which distributes its 
products through indepen- 
dent financial advisers, after 
being outbid by Prudential 
Following the defeat. AMP 
signalled it was keen to buy 
NPI, but at that stage was 
rebuffed. 

The outcome Is likely to 
please Alastalr Lyons, NPTs 
chinf executive, as he made 

it clear that his preferred 
buyer would offer the group 


considerable independence 
and the retention of its 
brand, NPI, which is based 
in Tunbridge Wells, Kent, 
was founded in I6S5. 

Analysts say AMP will 
have scope for synergies, 
given its ownership of Pearl 
and Henderson. The 
annminrwnpnl' of AMP’S vic- 
tory may not come before 
next week. 

AMP has been advised by 
DLJ Phoenix and CSFB and 
NPI by Goldman Sachs and 
Drasdnar Klein wort Benson. 


Asda plans campaign on prices 


Asda the UK’s Uiird largest 
supermarket group, yester- 
day indicated it planned to 
take a more aggressive 
approach on pricing as it 
warned that the industry 
was entering a new phase of 
highly competitive trading. 

“We intend to strengthen 
our reputation for good hon- 
est value delivered through 


RESULTS 


permanently low prices,” 
said Allan Leighton, Asda’s 
chief executive. 

The strategy was aimed at 
reviving volumes in a mar- 
ket which had for the last 
six months suffered from 
falling prices and growing 
capacity. “We do not believe 
this is a temporary situa- 
tion,” Mr Leighton said. 
“The outlook is for highly 
competitive trading. This is 


Ukely to maintain pressure 
on industry margins.” 

The group revealed a slow- 
down in sales growth from 
more than 7 per cent six 
months ago. to 3.5 per cent 
in the first half. It also 
reported interim pre-tax 
profits in line with expecta- 
tions at £197 .8m ($328m), up 
4 per cent Sales were 6J2 per 
cent ahead at £4J2ba for the 
28 weeks to November 14. 


Analysts speculated it was 
preparing for a strong price 
campaign in the new year 
which could increase the 
risks of a price war. 

The group pledged a five- 
point programme of support 
for British farming. Includ- 
ing offering three-year buy- 
ing contracts regardless of 
form gate prices. It has also 
bought five Co-op super- 
stores for £50m-£75m. 
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NTL acquires 
Newcastle stake 


By Cathy Newmai, Patrick 
Karvaraon and Chris Tighe 

British Sky Broadcasting's 
control of television sports 
lights hag been challenged 
by NTL, the UK’s third big- 
gest cable operator, which 
yesterday bought a stake in 
Newcastle United Football 
Club. 

NTL paid £10m ($l6.6m) 
for a 6.3 per cent stake in the 
Premier League club and has 
secured an option to take 
control of the company in a 
deal which would value it at 
£160m. 

The move follows BSkyB*s 
£6S3.4m bid for Manchester 
United That deal has been 
referred to the Monopolies 
and Mergers Commission. 
NTL will decide whether to 
make a bid for Newcastle 
once the MMC verdict on 
BSkyB's proposed takeover 
is known in March. 

Barclay Knapp, president 
and chief executive officer of 
NTL, said it was “important 
for us to have a toe-hold in 


[the] future [of football] 
BSkyB’s exclusive rights to 
broadcast live Premier 
League football lapse in 2001. 

Thus far, UK cable compa- 
nies have shown little inter- 
est In securing their own 
programming rights. Mr 
Knapp admitted that if NTL 
bought Newcastle it would 
be deviating from its role as 
predominantly a distributes: 

nf progr amming . 

Analysts were surprised 
by the deal, as Telewest 
Commmlratia&s was consid- 
ered a more likely bidder as 
it owns the cable franchise 
in the Newcastle area. 

NTL’s wholly-owned sub- 
sidiary, Premium TV, 
bought fen shares from New- 
castle’s majority share- 
holder, Cameron Hall Devel- 
opments, the group 
controlled by Douglas Hall, 
one of the club's directors. If 
NTL decides to go ahead 
with a bid to take over the 
club, CHD has agreed to 
accept a lii.Tp a share for its 
50.8 per cent holding. 



JOINT ANNOUNCEMENT 


De Beers Consolidated 
Mines Limited 

(facorporaxcd tithe Republic of Soudi Africa} 
Rrgstend number 1 1^00007/06 


DeB 


EERS 



A DIAMOND IS FOREVE 


De Beers 
Centenary AG 

(Incorporated uodw the l*w* at Swtaertead) 


Rationalisation of De Beers’ Investment Portfolio (the “Transaetf ons^ . , 


1. Introduction 

Further to the Joint announcement published on 15 October 1998. 
De Beers Consolidated Mines Limited (“D8CM") and De Beers Centenary 
AG ODBCAG") (together “De Beers*) announce that an agreement has 
been reached (“the agreement”) with Anglo American Corporation of 
South Africa Limited fAAC) whereby De Beers' interests In certain listed 
and unlisted companies, assets and Joint ventures (the “Portfolio’^. fn 
which AAC has a common Interest will he disposed of to AAC with 
effect from 1 January 1999, subject to the satisfaction of the conditions 
precedent below. 

The key Interests being disposed of are DBCM’s holdings in Anglo 
American Platinum Corporation Limited, Mondl Limited. Namakwa Sands 
Limited and Ssunancor Limited. The other Interests being disposed of area 
wide range of minority investments that do not form part of De Beers' 
diamond business. Although It was previously announced that AAC would 
acquire De Beers' Interest hi Anglogold Limited, it has since been decided 
by the parties that De Beers will retain their interest. 

The agreement forms part of the restructuring of AAC and follows the 
announcement that AAC and Mlmnro Society Anooyme CMlnorco") have 
agreed In principle to combine their businesses to establish Anglo 
American pic ("AA pic”), a UK company with global operations which will 
hawrUs primary listing withe London Stock Exchange and listin gs on other 
stock exchanges. Including the Johannesburg Stock Exchange (“JSE”). 

The consideration to De Beers win be the Issue to DBCM of a fetter of 
entitlement to 15 993 5 15 new AAC shares and the Issue to DBCAG of a letter 
of entitlement to 1 855 218 new AAC shares. If the scheme of arrangement 
lor AAC to become a wholly-owned subsidiary of AA pic ("the AAC scheme") 
Is impk-tncated prior to 3Q April 1999 or such other date as may be agreed 
between De Beers and AAC (the “end dare"), and DBCM and DBCAG hav* not 
exercised their rights (o be Issued with new AAC shares, then those rights 
wfU be cancelled and, in ransMcratkxn lor such cancellation. DBCM and 
DBCAG wfll be Issued with 15 993 515 and 1 855 218 shares respectively tax 
AA pic U the AAC scheme Is not Implemented by the end date, and DBCM 
and DBCAG have not exercised their rights to be Issued with AAC shares, 
DBCM and DBCAG will be Issued with 15 993 515 and 1 855 218 shares 
respectively In AAC, 

Z. Rationale 

Historically De B eer s and AAC have held a number of Investments In 
common within their respective portfolios of assets. As previously 
announced, with effect from 1 April 1998, De Beers acquired from AAC and 
Anglo American Investment Trust Limited their direct and Indirect 
Interests in the CSO companies which further strengthened De Beers' 
position as the world's leading diamond organ ballon. As part of the 
restructuring of AAC prior to the formation of AA pfe, De Beers' has 
agreed to Mil to AAC the Portfolio, comprising assets that are not core to 
De Beers. The Transactions will further enhance the focus of both 
companies on their core businesses. 

De Beers will emerge with two core areas of business, the diamond 
business and its significant holding In AAC or AA pic. as appropriate. 
Following the Transactions and the scheme o( arrangement relating to 
Anglo American Coal Corporation Limited, De Beers will hold 42.1 per cent 
ol AAC De Beers' holding In AA pic will depend upon the outcome of the 
schemes ol arrangement for Anglo American Industrial Corporation 
Limited and AAC. and the offer for Minorca. 

3. Financial Effects 

The table below sets out the pro forma effects of the Transactions on the 
total net earnings and headline eernlogs for the year ended 31 December 1997, 
and net asset value as at 31 December 1997. per De Beers linked unit 
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1476 

1578 
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1252 

1306 

4 J3 

Net asset value 

17614 

17765 
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The table below sets out the pro forma effects erf the Transactions on 
the total net earnings and headline ea rnin gs for the half year ended 
30 June 1998, and net asset value as at 30 June 1998, per De Beers 
linked unit. 

Per De B ee rs Unaud ite d Pro Forma Increase 

and 


Total net earnings 
Headline earnings 
Net asset value 

Notes: 


CO Net asset values heme been calculated using market values for all listed 
investments and directors' valuations for all unlisted investments. 

00 Dividends and equity earning* per share on the additional holding In 
AAC mould have been the same as those drat mere accounted far try 
De Beers in the financial statements for die year ended 31 December 
1997 and half year ended 30 Jane 1998 respectively. 

4. CondMons Prec ed en t 

The Transactions are conditional upon the fulfilment of the following 
conditions precedent: - 

(I) the approval and ratification In general meetin g by the deferred 
shareholders of DBCM of the disposal of those Investments, forming 
part of the Transactions, held by DBCM, hi accordance with the JSE 
reg ula t ions governing "related party” transactions; 

(U) the approval and ratification in general meeting by the shareholders 
of AAC of the acquisition of the Portfolio. In accordance with the JSE 
regulations governing "related party” transactions; and 
( 1 U) the approval of the Exchange Control Department of the South 
African Reserve Bank with respect to the purchase by AAC from 
De Beers of the non-South African companies or assets In the 
Portfolio. 

5- Opinion of the ind ep en de nt flnancW advber 
N M Rothschild & Sons Limited, the todependort financial adviser to 
De Been, is of the opinion that the terms and conditions of the 
Transactions are lair and reasonable and has advised tbe DBCM and 
DBCAG boards of directors accordingly. 

& General Meeting 

A general meeting of DBCM shareholders will be convened In due course 
lor purposes of considering and. If deemed fit. passing such resolutions as 
may be required to implement the Transactions. 

In relation to the Transactions. DBCM and AAC are related parties under 
the JSE Listings Requirement*. Therefore, although AAC and Its associates 
win vote their defe r red shares In DBCM in favour of the ordinary 
resolutions proposed at the DBCM shareholders' meeting and DBCM and 
its associates will vote their ordinary shares tax AAC in favour of tbe 
ordinary resolutions proposed at the AAC share holders' meeting: It ts a 
requ ire ment of tbe JSE that tbe resolutions at the DBCM shareholders' 
meeting are passed by a simple majority of shareholders, present or 
represented at the shareholders' meeting, excluding AAC and its 
associates: and that the resolutions at tbe AAC shareholders' meeting are 
passed by a simple majority of shareholders, present or repr es e n ted at 
the shareholders' meeting, excluding DBCM and Its associates. 

7. Orcnlar to linked Unit HoMera 

A circular to De Beers linked unit holders containing de ta ils of the 
Transactions and Incorporating a notice of a general meeting of DBCM 
shareholders Is being prepared and wfU, subject to JSE approval, be 
posted to linked unit holders before the end of December 1993. 


Johannesburg 
17 December 1998 


Independent euynrhi advber to De Been 



N M ROTHSCHILD & SONS 


Legal advisers to De Beers 

In South Africa: In the United Kingdom 

DENEYS REITZ 

ATTORNEYS 



In South Africa: 
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HSBC Simpson McKie 


Spoosorittg brokers to De Beers Norton Rose 

In the United Kingdom: 
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HSBC Securities 

Member HSBC Gma> 



Merged 
electricity 
group 
rejects US 
expansion 

’. • 'u 'rtn i 

By Andrew Taylor ' 


Scottish & Southern Energy, 
tbe UK’s third biggest elec- 
tricity company, has little 
desire to follow rival UK 
power companies Into the 
US market, Jim Forbes, chief 
executive said yesterday. 

The group this week 
became Britain’s 5ist largest 
quoted company, with a 
market capitalisation of 
almost £6bn (SlObn), after 
Kim Howells, competition 
minister, cleared the merger 
between Southern Electric 
and Scottish Hydroelectric. 

Mr Forbes, former chief 
executive or Southern, said 
the merged group had 
enough to do pursuing 
opportunities in the liberal- 
ised UK electricity and gas 
markets without seeking 
expensive investments in the 
US. By next June all 24m 
domestic electricity custom- 
ers in the UK will be able to 
choose their power supplier. 

The group yesterday 
reported separate interim 
figures for the merger part- 
ners. On a pro forma basis 
these revealed flat combined 
pre-tax profits of £i71.5m 
(£172-9m) for tbe six months 
to the end of September. 

The shares rose 8p to 690p. 

Analysts have estimated 
that Scottish & Southern has 
a potential war chest Of 
£l.5bn to fund further UK 
investment and acquisitions. 

“We do not disagree, with 
that figure, but we will only 
make make acquisitions if 
the price is right,” said Mr 
Forbes. He feared that coal- 
fired power stations recently 
put on the market by Power- 
Gen and National Power 
might prove too expensive. 
The group, which is arm-m g 
the UK’s top five generators, 
is also keen to increase its 
gas-fired plant 

Scottish & Southern also 
wants to Increase its 
enlarged UK electricity cus- 
tomer base from asm to 5m 
and the number of gas cus- 
tomers from about 300.000 to 
lm. This could be achieved 
through acquisitions, joint 
ventures or affinity deals, 
said Mr Forbes. 

He declined to reveal the 
size of potential annual cost 
savings from the merger, 
estimated by analysts to be 
at least £80m. The group is 
concerned not to draw the 
fine of the industry regulator 
who will take future effi- 
ciency into account when he 
establishes price limits for 
the company for the period 
20004)5. . 

Eager Young, former Scot- 
tish Hydro, chief executive 
and deputy chairman of the 
merged group is leaving to 
be come president of FPL. a 
Florida power company. 
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Asda 
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Asda’s recovery is looking ir supermarkets 
weak. The retailer may still 
be gaining market share - up j^/a-Starew® 
to 12.1 par cent from 11*4 per ^ ■ 

cent in 1997 - but the Call m 
its like-for-like sales growth, 
down to 3.5 per cent from 
more than 7 per cent six 
months ago, is sharp. Given 
Asda’s northern bias and the 
erosion of its price advantage 
by other rhains waging con- 
fusing promotional cam- 
paigns, much of this slow- 
down was predictable. It had 
also been well discounted in 
its shares. But a little less 
joke-cracking from the ho-bo 

forward 

competitive practices, it is hard to 

disposals from the big chains. And even if it did, Twee i and 

JSainsbury, which lead the market, would surely fed more 

of the pinch. But further domestic consolidation - even with 

deals as small as yesterday's acquisition by Asda or five 

Co-op stores - may become extremely 

Wal-Mart bulking up in Europe, the outlook will only get 

tougher. 

Newcastle United 

It may be cold comfort for Newcastle United's minority 
shareholders, who bought tbe stock on flotation at 135p, but 
the sad truth is NTL’s possible bid at lll.7p a share looks 
quite fair. Such is the damage that family fiefooms can do to 
corporate values. Newcastle United's revolving boardroom 
door - nine directors left since flotation - and a lacklustre 
performance on pitch mean the club has lost City credibility. 

At £160m, NTL would be paying nearly four times prospec- 
tive sales , far less than Manchester United's price tag, but a 
justifiable discount Two puzzles remain. Why has the Hall 
family agreed to sell tbs 57 per cent stake to NTL irrevoca- 
bly? Football clubs are likely to become more powerful, not 
less, as power shifts to content owners. A public auction 
would have been better for minority shareholders, but when 
did their voices ever count? 

■The second puzzle is; why NTL? The cable company does 
not even have the Newcastle franchise. And it knows for 
less about owning content than broadcasters like Carlton 
and Granada- Still, most investors will simply be glad New- 
castle United's stock-market days look numbered. 


NEWS DIGEST 


BUILDING MATERIALS 


Hanson budgets $300m 
for further acquisitions 

Hanson, the building materials group, which rejoins the 
FTSE 100 index on Monday after a year’s absence, plans 
to spend about S300m on acquisitions next year. Jonathan 
■ Nichotts, finance director, said expansion plans-remairved 
'focused on the' US aggregates and concrete pipes market 

But he added that Hanson was also considering acquisi- 
tions in Britain, Asia and continental Europe, where it 
wanted to expand in bricks and aggregate recycling, as 
well as concrete pipes and aggregates. 

In an upbeat trading statement, Hanson predicted that 
growth in second-half hading profits from continuing 
operations would exceed the 15 per cent rise to £109.4m 
(5181.6m) achieved in the first half. 

The group, which emerged last year from the break-up 
of the Hanson conglomerate, has sold more than £670m 
worth of non-core operations, including Melody Radio and 
the Grove cranes business. It was ejected from the FTSE ' 
100 in September 1997. It has already spent more than 
$300m this year on US acquisitions in the aggregates and 
concrete pipes markets. Hanson, which had £21 7m net 
debt at the and of last year, said ft would have net cash 
by the end of this year. 

Volumes and prices In the US, where Hanson makes 
about half its profits, are expected to be bolstered by a 
six-year $167bn federal programme to renew national 
highways and bridges. Charles Pretzfik 

INVESTMENT TRUSTS 


Electra plans buy-back 

Electra Investment Trust, the £1.1 bn ($1.82bn) venture 
capital trust, has cut the valuations of most unlisted co 
parties in its portfolio by about a quarter and is plannkv 
buy-back that could be worth up to EllOm. 

The write-downs follow the turmoil in the markets wh 
smaller company valuations dropped. Michael Stoddart 
chan man, said the trust “may have overpaid in the shoi 
term” in the first half, when competition from US ventui 
capitalists pushed up the price of many investments. 

Andrew Bell at Credit Suisse First Boston said the tit 
had taken a relatively cautious approach during the yea 
Net borrowings fell from £42. 3m to £6 .3m. Sales of 
unlisted investments reached a record £375m. hs large 
Investment was Deutsche Woofworth, the German retail 
ana It expects to rely more on continental Europe and 
south America. 

The trust plans to buy back up to 10 per cent of its 
shares to narrow the discount between its share price i 
underlying asset value, now about 19 per cent 
James Mackintosh 


PHARMACEUTICALS 


PPL patent dispute with Dutcli 

PPL Therapeutics, the Scottish biotechnology con 
resporetole for Dolly the sheep, yesterday admitte 
involved In a patent dispute with Pharwlng. a rival 
concern. The US patent office had Judged there w 
interference" between a patent granted to PPL la 
and an application by American National Red Cros 
had licensed technology to Pharmlng. 

Both companies hope to use transgenic animate 
ouce Fibrinogen, a protein used In the production 
glues, which can stop post-surgical bleeding. Dav 

FOOD PRODUCERS 


Clearance for Unilever spread 

Untever, foe Angto-Dutch consumer products group 

th^^i < fiS? nC8 1 0 !* 8 ch0 * este «>l-reducing spree 
the no vel food regulators in the Netherlands. The Eu 

Rn? m,S f 0n &7e otfl6f ^ member states 

lEvS Si* t0 ®Sri commen,s m decision, 
Unilever can market rt throughout the EU. 

mrfTJL pi ?' activ - uses plant "sterote whi 
reduce cholesterol and the chance of heart disease. 

fSS^S^ S enecoi. Invented by Ralslo, 
Finnish company, it is distributed outside Finland by 

a subsidiary of Johns! 
Johnson of the US. John Wfilman 
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JAPAN meCOM CO,LTD. 


Our business 
is to provide 
answers! 


Haruo Murakami 
President 

Representative Director 
Japan Telecom Co., Ltd 


■providing answers to our customers is the essence of our business. Whether it 
is placing an individual phone call or building a major network, Japan Telecom 
answers the telecommunications needs of its customers by providing the most 
advanced services at the lowest cost. 

ODOO 

We also seek to answer the expectations of our investors with intelligent strategic 
planning and forward-lhinking investments. For example, our merger last year with 
TFJ has given us the capacity to offer our customers a broad range of domestic and 
international services. 

y - . qq.qo 

Japan Telecom is actively reducing our dependence on NTT by directly linking 
commercial customers through our own fiber optic and wireless access networks 
providing telephone, leased line and digital transmission services. 

• ... . GOOD 

We are also strengthening our data c ommuni cations services such as Frame Relay, 
Cell Relay and Open Data Network to accommodate the continually diversifying 
needs of our customers. And our mobile phone affiliates, Digital Phone and Digital 
TU-KA, are expanding their network operations and subscriber base at a rate 
exceeding expectations. 

• ' • ■ . COCO 

The result of these efforts is a greater choice of services at lower cost for our 
customers and increased market share and higher revenues for us. Japan Telecom 
will continue to answer the needs of its customers and investors with vision and 
innovation to the benefit of all. 


JAPAN TELECOM CO,LTD. 

-4-7-1 Hatchobori, Chuo-ku, Tokyo 104-8508 Japan • httpy/www.japan j telecom.co.jp 
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RICHARD DONKIN 


Performance and pay 


Experiments conducted 70 years ago shed 
light on today's fixation with incentives 


Why do people work? Many 
of us think we know. I can 
hear that voice in my ear 
right now saying: "It's the 

money, stupid." 

But we can all think of 
work that we do for nothing. 
It might be helping a friend 
or a neighbour. It might be 
some gardening or charity 
work. And we can think of 
work we do poorly or work 
that we think is not worth 
doing. Yet we still da it As 
Abraham Mnslow put it 
"what is not worth doing is 
not worth doing well". 

Maslov: is just one of the 
academics who have 
pondered over human 
motivation. In a year that 
has produced few new ideas 
in management it is perhaps 
timely that Maslow's 
seminal work. Eupsyctrian 
Management, has been 
republished 37 years after its 
first appearance. The 
publishers hated that title, 
so it is not surprising the 
new edition is called Moslem: 
on Management. 

This fashion for revisiting 
management Ideas may have 
been partly responsible for 
re kindling my interest in the 
Hawthorne experiments led 


by Elton Mayo, the 
Australian-born Harvard 
Business School professor. 
But there were other 
reasons. A passage In a 
recent book, Management 
Innovators, by Daniel Wren 
and Ronald Greenwood, has 
been troubling me. It casts 
some doubt on Mayo's 
observations on motivation.* 

Mayo's experiments were 
conducted on the sprawling 
Hawthorne factory site of 
Western Electric In Chicago 
between 1924 and 1932. an 
era characterised by 
gangsters and prohibition. It 
is easy to forget that most of 
its citizens were simply 
trying to live peaceful lives 
and make enough to support 
their families. 

Assembly-line working, 
based on the principles of 
scientific management laid 
down by "time and motion" 
specialists such as Frederick 
W. Taylor and Frank and 
Lillian Gilbreth. was well 
established at the factory 
where about 30,000 men and 
women made telephone 
equipment. Some two-thirds 
of the workforce became 
unwitting guinea pigs in 
perhaps the most important 


and extensive investigations 
into human motivation. 

Yet motivation was not 
the prime issue when the 
first experiments began. The 
initial research by electrical 
engineers from 
Massachusetts Institute of 
Technology focused on the 
factory's lighting. The 
research bad been sponsored 
by General Electric in the 
belief that finding a link 
between better lighting and 
improved performance 
would boost light-bulb sales. 

When lighting was 
Improved in some 
departments, productivity 
improved. The problem was 
that productivity also went 
up in "control" teams where 
the lighting was not 
Improved. One team 
managed to maintain output 
even when lighting was 
dimmed to the level of 
moonlight. As the MIT 
engineers departed, 
scratching their heads after 
three inconclusive years, 
Western Electric's 
management decided to 
investigate further. 
Something was causing 
output to rise. If It was not 
the lighting, what was it? 

This is where Mayo came 
in. He had already studied 
the impact of people's home 


lives and working conditions 
on employee turnover and 
productivity in a number of 
Philadelphia companies. He 
recognised at once that 
Western Electric was what 
many would regard as a 
“good employer”. Wages 
were competitive and 
working conditions were 
excellent, with a canteen 
shared by employees and 
management and an 
in-house hospital 

The first of the new series 
of experiments led by Mayo 
centred on the telephone 
relay assembly test room. 

Six women workers or 
average ability and 
experience, including one 
designated as a supervisor, 
sat on tall stools at a long 
workbench. 

The women were promised 
they would be able to earn at 
least as much as they had 
done previously. Their work 
was monitored constantly. 
Their conversations were 
noted, they bad frequent 
medical examinations and 
the room temperature and 
humidity was also measured 
for any variables in their 
conditions. 

The team was studied for 
5V- years up to the s ummer 
of 1932. However conditions 
were changed, whether 
hours of work were extended 
or shortened, whether rest 
breaks were introduced or 
abandoned, its output 
continued to rise. Other 
t«ams were also studied and 
some saw their output 
deteriorating near the end of 
the experiment. But by that 
time the US was in the midst 
of the Great Depression and 
Western Electric was laying 


off thousands of workers. 

Mayo lamented the Impact 
of redundancies on the 
workplace with sentiments 
that would be echoed by 
social commentators 60 
years later. Given the 
oUmafp of mass 
unemployment and tougher 
managements, it is hardly . 
surprising' that he stressed 

the need for companies to 
recapture the communal 
spirit of the teams under 
scrutiny at the Hawthorne 
factory. 

It would be wrong, 
however, to conclude that 
the experiments developed a 
model workplace. The very 

creation of teams 
engendered resentment 
among some of the other 
workers. One team had to be 
reabsorbed into the general 
workplace when workers 
complained that it was 
getting preferential pay. 
There was also the impact of 
individual Incentives. Wren 
and Greenwood have 
accused Mayo of playing 
down the influence of 
performance-related pay, 
emphasising instead the 
social needs of the workers, 
particularly their belief that 
they were involved in 
something special 

The authors have pointed 
to employees who said they 
liked the test room because 
they made more money. 
They write of a memo to 
Mayo which says: 

“Economic and financial 
fiactors are of considerable 
importance in the test room. 
The employees are anxious 
for high warnings." 

In the end the question 
came down to what made 


people work harder. - more 
money or the attention of 
others, or both? Wren and 
Greenwood say that the 
financial Incentives cannot 
be ignored but they do not 
dismiss the importance 
of social and group 
needs. 

Their scepticism is 
understandable. Money does 
matter to employees but 
whether Western Electric's 
personnel manager was right 
to regard it as the prime 
Eactor, a point he made at 
the time, is open to question, 
r have not read any evidence 

to suggest that money was 
involved in the initial 
lighting experiments. Nor is 
there much to concur with 
this idea in an account of the 
experiments written by 
LyndaU Urwicfc and Edward 
Brack. In fact they point to 
resentment of the wage 
incentive system. 

I suspect that Mayo was 
right ah along but the 
scepticism and confusion 
that still exists about the 
relationship between pay 
and motivation, highlighted 
by the observations of Wren 
and Greenwood, may help to 
the fixation that 
many western managers 
have about performance- 
related pay. 

* Management Innovators, 

The People and Ideas TfuU 
Have Shaped Modem 
Business, by Daniel A Wren 
and Ronald G Greenwood, •" 
Oxford University Press, 
£19.95. The book is available 
from the FT Bookshop, 
email: bkitdtmaiLbogo.co.uk. 

rtehard.donkkn@ffi.com 



WORKING BRIEFS. 


Survey finds 
recruitment 
crisis in UK 
public sector 

Most UK National Health 
Sendee hospitals and local 
authorities have been 
struggling to recruit and 
retain staff in the past year, 
according to a survey of the 
UK pubfic sector ialxnir 

market published by 
Incomes Data Services. 

NHS employers blamed 
their rewurtmerrt problems 
on a national shortage of 
trained nurses. Several 
mentioned uncompetitive 
pay. Both health and local 
government employers were 
finding it hard to recruit and 
keep information technology 
employees because of better 
pay available in the private 
sector. 

Most of the NHS hospitals 
surveyed offered job-sharing 
and some offered nurseries, 
holiday play schemes or, in 
a few cases, contracted 
towards childcare costs. 
Other responses Included 
improving recruitment, 
training and development 
and tiie use of part-time 
staff. 

Pay, conditions and labour 
market changes, IDS, tel + 

44 0171 250 3434. e-mail 
www.incomesdata.co.uk 


Flexible working 

Some explanation , 

public sector’s recruitment 
problems is offered in a 
study of 300 human 
resource and other 
managers carried out for 
FtoggRobinson Skillbase, an 
employment consultant 
Clive Bennett, director, says 
employers are responding by 
Increasing flextole working 
but too often those on 
flexible contracts received 
fess training than permanent 
employees. Companies 
should regard flexible 
working as a viable career 

path for employees who 
should not be made to fee/ 
like "second class citizens 
because they do temporary 

or contract work. 

Details: Clive Bennett, +44 
01705 231 040 

US demand 

Demand for top executives 
remains strong in the US, 
according to the Association 
of Executive Search 
Consultants, which reports a 
3 per cent increase in 
third-quarter searches on the 
same period last year, 
although there were 7 per 
cent fewer searches than the 
second-quarter total. But 
demand for executives in 
manufacturing has fallen for 
three quarters by 11 per 
cent on the previous year. 
A£SC, tel 001 212 967 5495 
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BANKING FINANCE & GENERAL APPOINTMENTS 




Global Property Investment 
& Development 

London Based Professional Opportunities 
Pan-European Travel 

TrizecHahn is one of North America's largest and most respected property and investment companies. Europe is now the 
major focus (or their international expansion strategy They are cmrentiy searching te experienced industry profesdonals to 
help them achieve their objective of creating a quality portfolio of innovative and successful retail and entertainment 
properties. Rem u neration packages will be highly co m petitive. 

PROPERTY ANALYST 

To conduct development and investment appraisals, horn financial noddling to preparation of investment recommendation 
briefs and participate in commendo] transactions including due diligence and mention. The successful candidate wiS be a 
graduate and have a minimnm of two years experience in financial analysis in a property investment or^misdkm or kadbrg 
imestaierrt hank together with a high degree of IT proficiency and a good working knowledge of the UK/EU property ourkrt. 

VP LEGAL/LEASING 

To negotiate and draft documents relating to retail and ground leases, manage local law firms in the UK and EU, introduce 
provisions common to North American leases and resotve negotiation conflicts and review documents before execution. 
Requirements are q minimum of ten years as a qualified lawyer spedaSsing in Retail Leasing preferably with North American 
experience and exceptional negotiating skills and must have the capacity to work in a fast paced environment 

VP SPECIALITY LEASING 

To design and implement North American style strategy for year round letting of Retail Merchandising Units (RMU*s) in 
non-traditional shopping centre spaces, to optimise merchandising practices in TrizecHahn's European shopping centres and 
design and negotiate lease terms with RMU vendors. Develop a computerised financial tracking system to report Income and 
expenses. Requirements are a graduate degree with a minimum of ten years experience with foe management and marketing 
of speciality tearing programmes Additionally, education or hands on experience with visual merchandising principles 
related to RMU’s and kiosks and very strong persuasion and negotiation skills. 

Please write in loul confidence, enclosing a CV indicating detailed related experience and your current remuneration by 
15th January, 1999, tu Andrew West, Advisor to the TrizecHahn group. 






WK.ST 


Associates 


Business Psychologists in Search and Selection 


11 Berkeley Street, London W1X 6BU, United Kingdom. 




Azurbt 

AN ENRON CO’. WW- 

Commercial Analyst & Associate Programme 

Knntn is nu- <•! ilk- world's IjiciM integrata! euctxy companies with approximate!) 530 hillien in assets. The company is recognised throughout the 
ftkiu'-Trx as a kadcr in optimising emerging husnvss opportunities by providing competitive pricing, reliable supply, asset optimisation, risk 
management -erv ices and access t«» bw cost capital. 

A/unx - newly cviaHriKil by Enron Corp.. and the recent new owner of Wessex Water - intends to become a l jwfc-r in the global water business. 
.Y/unv mil own and operate strategic water and wastewater assets by identifying prospects, bidding successfully and developing a successful 
punlohn. Rased hi London, Vuri\ Europe envm (be UK. Europe and beyond in the Middle and Far East and Africa. 

Otn European Analyst &. Associate Programme pros ides a unique opportunity to rotate through a wide range of business fidds and thus we are 
mtcres/ed in calking ro highly entrepreneurial individuals who demonstrate intelligence and initiative in a dynamic and fast pared enviro nment 

ft qualify at candidates far the European Analysts di Associate Programme uidtin Enron! Azurix you wWhare ■: 
m A good degree in a numerically biased discipline 

• A KMatd understanding of finance and accounting techniques and a working knowledge of computer modelling and spreadsheet analysis 

• 1-2 y ears professional experience post degree 

• Dme ami determination and a pro-acme nature with the ability’ to work in a diverse and unstructured work environment 

• Proficiency in ai least one other European language 

Additional requirement for Associate Candidates : 

m An MBA. doctorate or post graduate qualification from a leading European Business School 

• 2-5 yean in finance or trading with the ability to command credibility with colleagues a all lex-els. 

• latenudiuiui professional etperiencr 

1-2 years prolessimu] experience to the water industry n advantageous. 

If interested please apply in writing quoting AA/EA/J AN on the envelope no later titan 1st January 1999:- 

European Analyst and Associate Programme 
Enron 

Homan Resource* Dept. 

4 Mill hank 

London SH IP 3ET 


wmenJ8fl.com 





Brussels, 4-5 March 199<5> 


FUTURES . 

' Meet Top 
Employers Recruiting 
for Benelux 

EMDS invites you to interview with representatives from major 
national and international companies with job vacancies in IT, 
consulting, engineering, finance, human resources, logistics, 
general management, marketing, sales, production, R & D ... 


available for employment in 1999 
fluent in at least two of foe following 
languages: French, Dutch, German and English 


• a university degree or equivalent and 
0-5 years of professional work experience 

• excellent academic achievements and 
outstanding intellectual and interpersonal skills 


Companies that have participated 
or vein be attending Include : 

ABN Amro Bank • Air Products • Arthur Andersen ■ 
BP Oil " Cambridge Technology Partners • Cap 
Gemini • Ericsson • Hewlett-Packard • Hollandse 
Signaalapparaten ■ KLM • KPMG Management 
Consulting • L'Oreal • Libertel - Logica • Marks & 
Spencer * Mobistar • Peek & Qopperrburg • Philips 
* PricewaterhouseCoopers • Procter & Gamble • 
Siemens ■ Unisys ... 


1b hO out an application form on-line or to receive further hxforma- 
tnvv please visit our website at www.emdsnetcpy y or send a 
request with your name, address and date of birth to our Brussels 

(Paper copy application forms are avattab te until 08 January T999J 
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FINANCIAL TIMES 

No ft; no comment. 


Eape nwc m lnwmatkmal RccruiP omt 

-Untets- P rnfcjn ^ m l.- 

EMDS International SA 
15. rue Blanche - B-1050 Bru-ueb - Belgium 
Fax: +£MD#-538 62 32 - E-oiaitr bcfOemds.be 


EMERGING MARKETS 
CENTRAL EUROPE 
International inve s tment banking and consulting 
firm Mate capital markets, stock exchange, and 
private pension professionals for assign nwits in 

Cwtiral Europe. Candidates should have ten plus 
years experience. int e r na tio na l experience 
de s irabl e. Please fox C Vs to 212433 *449. 


Fix tNCUL TIMES 


les Echos 

LeQpakSmderEconomie 
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M&A New Business Development 
Co-ordinator Senior Associate/Vice President 

£60,000 + Bonus + Benefits 

» a* coined ^ li^KSSSSSKSSST 

coordinator to ensure the avoidance of client conflicts. D 

This high profile role will report directly too foe co*eads of M&A and wifi overview the coraolete 
investment banking business within Europe, the Middle East and Africa. 


Main Responsibilities Include- 

• Clearance of all potential new pitches and advisory 
assign maus 

• Liaison whb credit and risk 

• Education of Incomtag bankers on conflicts 
processes and internal procedures . 

• Preparation of monthly advisory reports for senior 
management in New York 

• Working with Law & Compliance to Identify 
adjustments required internally due to changes in 
market conditions 

A Clearance of receipt of confidential information and 
signing of confidentiality agreements 


Skills Required: 

• Experience within a Corporate ftaano&'M&A, 

^ronmem either from a legal or s banking 
perspective 

# busto* undcrstandin 8 **““! *»1 lawwi ta the 

* lerid^ 10 ° penue 00 bolh a strategic and -handfron' 

• Exceptional attention to detail 

* con fidence to effectively manage 
‘WSoilr or stressful situations 

Excellent communication and liaison skills 


— u.^uuu ana naison SUMS 

This would ideal!}' side someone who is currently fulfilling a similar ml- wirM 

boutique where future prospects or the breadth of S?" 2 s ^^J^Odsuioa or 

If yon are interested in maki n g yoor mark in an nareiimiied. 

please call 2o6 Me at Axwonby Gin Associates or 1? ^ cxsotud devetopmcait. 

Priory Court. Pilgrim Street, London £C4V 6DR. TefeoSm*^ to ^ Martin’s House, 

***& 329 ^ 0171 1*2 0200. . 
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Axworthy 
Oliver Gill 


Associates 
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SCA HEADQUARTERS In Stockholm 

Business Analyst 


SCA is a shareholder-value-ftxxrsed growth company wffil the overall 
objective to double the value of the SCA share every fifth year. In order 
to achieve this overall objective. SCA has to further intensify the re- 
balancing towards a hygiene and packaging company primarily through 
acquisitions. We are toerefore looking tor a person to take up the 
positkm as Business Analyst at our Headquarters in Stockholm. 

This person wiH be a member of the Corporate Business Analysis 
Function whose main area of responsibility Is to worirwith mergers and 
acquisitions, investment planning, Internal financial analysis, competitor 
analysis, and major investments- Trie Business Analyst unit also be ex- 
pected to support the SCA Management in different projects. 

This person wfH also give support in preparing material and presen- 
tations for the SCA Management team and the SCA Group Board. 

The Ideal profile of a candidate would be as follows: . 

- A person with an MBA. or corresponding 

- 1-2 years work experience in some of the above mentioned areas 
would be a plus, but intellect and personality will be regarded as 
the most important assets. 

- Excellent language skills are essential, as this is a highly Inter- 
national environment, English a must, more languages would be 
preferable 

- Experience from, and a good capacity for, running projects 

- A person who has a good knowledge of financial techniques; 
specifically with regards to valuation methods. 

interested candidates should put forward their application to Anna Klebe, 
Svenska Cellulosa Akflebolaget SCA Human Resources Department, 
PO Box 7827. 103 97 STOCKHOLM. Sweden. 

The application should be received December 31st, 1998, a! the latest 

Questions regarding the position should be addressed to Peter Nyquist, 
Head of the Business Analysis Function on phone no, +46 8 788 51 75. 


IWELLINGTON 


SCA is an integrated paper company that 
manufactures t^giene products, packaging 
and graphic papers. Europe Is SCA* primary 
market. concurrent with ongong oqtanstcn 
In Central and Eastern Bscpa. Asa and 
America. SCA owns I.BmSon hectares 
of produce forest land and conducts **- 
tensto sawmB operations. 

Operations am based on die company* wide 
expertise In wood Soar properties. Its know- 
how is used to devsiop new products charac- 
hrtiBdby higher added rates tor frivate con- 
sumers. tnstduOons. Mushy and trade. 

SCA is Europe* foremost user of recovered 
papec SCA products am based on equal 
quatrdbes of recycled and fresh wood Stars. 

Net sales n 1997 amounted to akmatSEK 
BO bSSon end at the beginning 0(1988, SCA 
had sSgbby mom than 33,000 employees in 
mors than 30 countries. 

Tbs SCA sham ta tistod on tbs stock ex- 
changes in Stockholm and London and Is 
BtsBable bnhatorm of ADFtsf American 
Depositary Receipts) m the US 



SCA 


anagement 


New Business Development 


Paris 




r4*’ Together, 


let us turn independence into our difference 

liiilli 

__ ie «» y». . 


International Supervisors and Managers 


Wortdmidfl practice Bud Mepraite&ce 


Every day. 80.000 employees m our worldwide firm, present in 130 countries, are tuned id mu clients' needs. 

Our independence means we can guarantee the total objoctivity and intagidv of our business 
We are looking for highly motivated indfwduals and high calibre professionals who want to become port of an extremely 
last growing professional services company m France Our growth «s further augmented by a substantial an ay at specialised 
services that we prowdeto audit and non-audit clients 


- CorenRwtan of mvematonal audit and special 
assignments, both in France and abroad 

- Management of mufti -lingual, mute-skilled client service 
teams. 

- SgeiScatf e apuaw e to top client management. 

- Special projects: we are continually involved 
in special assignments in France and overseas 
(acquisitions, financial reporting. . i. your role wiB mvotve 
imaiierfcata hands-on responsibly 

- Bos practices: we are constantly seeking to benchmark 
our clients and our own performances: you will need 

10 seek otn and impiainenl best practice within 
Detente & Touche worldwide and beyond. 


Vow qnelif caooss 

• Record of success with a leading accountancy I urn. 

- Ability ta tbiafc strategically id create and implement 
busmess solutions 

- Excellent academic background: 
first time ACA passes and/or MBA 

- Fluency in both written and spoken French. 

Third European language preferred 

- teteraanenal outlook with demonstrated ability to work 
with and manage people of different cultures 

and backgrounds. 

• Strong k n owledge ol osemaiional and US GAAP essential. 

- 5-12 yean Experience in public accounting 
amVor industry. 


Vow opportunity 

We provide highly competitive salary and benefits packages. Career prospects within our dynamic 
and service focused firm are excellent. A wide variety of worldwide career opportunities exist 
for outstanding individuals. 


Aim Top 
*$>!<■>> cr>. IxiuTiiiting 
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Wellington Management 
Company, llp, based m 
Boston, is one of the largest 
independent investment man- 
agement firms in the world, . 
tracing its origins to 1928. 
Our exclusive focus is on the 
investment of portfolios for 
institutional clients. Today, 
the firm manages total assets 
of $200 billion for clients in 
33 countries. 

v- 

WeUington Management 
International is regulated 
bylMRO . 


Please send your 
curriculum vitae to: 


Wellington Management International wishes to appoint an 
additional business development officer to join its London-based 
European team. 

This person will be primarily responsible for die further devel- 
opment of Wellington Management's business with institutional 
clients in Italy, Spain and Portugal, and will be part of a small 
and highly motivated team. In addition , the person will be actively 
involved in developing a number of other European markets. 

It is essential that candidates be fluent in Italian and Spanish and 
have a thorough grounding in the marketing of investment ser- 
vices to institutional investors. 

This represents an excellent opportunity to join an established 
business development team at a highly regarded, global invest- 
ment management company. ... 


Sarah Lloyd, Wellington Management Internationa} 
Stratton House, Stratton Street, London W1X 6BN 
Fax: 0171 339 8820 E-mail: sllloyd@wellmanage.com 


PROJECT MANAGER 

The World Intellectual Property Organization (WIPO) in Geneva, onrof the specialized agencies of the United 
Nations system, is seeking an experienced Project Manager for the implementation of the Patent Cooperation Treaty 
(PCT) Automation Support System. This large project of 40 id SFr. will be launched early 1999 and should be 
completed within 3-4 years. It involves die implementation of a global electronic information and document 
management system within the PCT at WIPO (for further information about the project visit the WIPO Web site: 
www.wipo.int). 

The successful candidate wiUTiave more than 10 years of experience in managing several large IT projects, 
developing detailed project plans, tracking project status and controlling resources and costs. Requirements include 
background in the areas of software engineering, IT quality processes, scope management, risk management, 
configuration mana gement and changemanagement Experience in using scheduling tools, and familiarity with QA 
practices, in particular ISO 9000 or IEEE quality, maaagement standards, is an advantage. An excellent knowledge 
of written and spoken English is required; very good knowledge of French would be an advantage. 

Attractive remuneration commensurate with experience. Contract: one year, renewable. Position available as hum 
February 15. 1999. ' ■ 

Only the shortlisted candidates will be contacted. Persons wishing to apply should send their curriculum vitae as 
well as the completed WIPO' Application Form (downloadable from the. WIPO Web site) by January 29, 1999. to 
Mr Federico Guicciardini, Engagements Section, WIPO, 34, Chemmdes Colombettes, 121 1 Geneva 20, 
Switzerland, TeL: (41.22) 338.98.S3, Fax: (41.22) 338.98.20, e- maiti personnel -mail@ wipojnt 



To advertise your appointments in the FT. 
plcsTM? call: 

Trh -14 171 373 3351 F;jx: +44 171 S73 433J 


Moodyfc Investors Service 

Vice PresKdent/Sr. Analyst. 


Moody’s Investors Service is a- leading financial services, firm 
recognized for anr -commitment to integrity and excellence. We are 
currently aeeJrin* an experienced professional as a VP/Sr. Analyst in our 
Sovereign Risk Umt 

.The idea! candidate vriDhave an interest in doing country risk analysis 
wiih emphyris on Ac Central and Eamro European region and North 
AfricaJThis mdmdnal wiU follow a diversified portfolio of countries, 
jnonjtor regional conditions *nd make rcccmaquhoont on sovereign 
'rating*. Annnderatandingof diegJc of credit risk in emerging capfod 
pumas required. Master’s degrec/PkD. in economics required. Most 
be able to analyze and interpret socioeconomic and financial data from 
a global. perspective. Fluency m Fr on ch required- Qualifications include 
5+ years’ experience in countryrisk analysis. F-xcdlent cOTsnhadve, 
-written and oommmucatioft *Htu a aunt . - 

We offer a ebmporave salary. commensamewidi experience!, a well as 
eomprehouire benefits. Please d ir ect y uur resume an d a l a r y expecta- 
tion* in confidence co:-Human R eso u rces, Dept AS/VP, Moody's 
Investors Service, 99 Church Street; New York, NY 10007. Far: 
2127553 - 4063 . We m an equal upp art to ory employer M/F/D/V. 

Moodys Investors Service 


Interested applicants should fax their CVs 
in airtiei English or French to Valene Lardeux 
quotuig reference FTI6I2 to + 33 1 40 88 28 28 
or write to her at Deloitte Touche Tohmatsu, 
185 avenue Charies-de-Gaufle, 

92200 NauiUy-sur-Seme, France, 
e-math CompBrencewfDelDitTe.fr 


RECRUITMENT CONSULTANTS GROUP 

2 London Wall Buildings, London Wall, London EC2M 5UX 
Tel: 0171-580 3588 or 0171-588 3576 

Fax: 0171-256 8501 E mail: cjagroupSonline.rednet.co.uk 


DeloitteTouctie 

Tohmatsu 

£ 


CJA 


Front-line business development positions in a young, rapidly growing business 

REGIONAL MANAGERS - 

EUROPE/ MIDDLE EAST/ AFRICA 

with a Retail/Commercial Banking or 
Management Consultancy background 

LONDON or based in country c.£ 1 00,000 + benefits 

MARKET LEADER IN ASSET/LIABILITY & PROFITABILITY SOLUTIONS 
FOR FINANCIAL INSTITUTIONS 

Our dtent Is a subsidiary of a publicly quoted US company with global coverage. It has an established client base of leading financial 
institutions throughout Europe. Mkkfie East and Africa and a strong pipeline of prospective business. The Integrated financial 
management software products provide solutions for asset/fabffity modelling, funds transfer pricing, data management, business unh, 
product and customer profitability and financial derision support Due to the consultative and rehdonship buiefing nature of the sales 
process, business knowledge and expertise in one or more of these areas is critical. Regional Managers are responsible for generating 
business in a territory and wifl be expected to understand cient objectives in order to demonstrate the framresflunctionaBry of the 
produas-They typically ha/e a background in Balance Sheet Risk Ma nagement (not trading) or financial Control & Pfenning, We seek 
PC Iterate Radiates with several years' relevant banking or other financial sector experience, or with a track record of sdflpg for a 
software house or management consultancy and autstandng interpersonal and influencing skills. Cultural understanding and hngfjags 
skfls are advantageous (French and German of particular Interest), There wil be substantial overseas travel In frequent short crips. 
Remuneration is by way of basic salary + percentage of revenue generated, giving reafistic on target earnings of £100,000, with no ftnic 
to potential oommissioaAppScations in strict confidence inder reference RM8 1 53/FT to the Managjfeg Director, CJA, or 
telephone +44 (0) 171 638 0680 for an initial discussion. 





GAAC 3 SRFC 


Associate Director - Securitisation 

Fast-track role - key to driving the dynamics of the business 


Bracknell 


£ excellent 


Exdting earner development opportunity for a young capital markets professional with experience of 
securitisation/structured products. GMAC RFC is a who By owned subsidiary of the financial services arm 
of General Motors Acceptance Corporation. It b a major player in the US mortgage market handfing S30 
billon of mortgage business m 1998 and r$ pursuing an aggressive international expansion strategy 


rf. 

I 

% 


The Role: 

• Provide financial and risk analysis tor existing and 
prospective fines of business aid product types. 

• Identify, negotiate and structure deals. 

• Responsible tor Gty interface. 

■ Manage all aspects of the execution of transactions 
originated by GMAC RFC 


The Candidate: 

• Minimum of2 years capital markets experience vvith 
specific exposure to structured finarrcatecuriteation. 

• Ability to develop complex financial models. 

• Good dient relationship and interpersonal skills. 

• Probably from a financial institution or corporate 
user of structured finance products. 


Please write in confidence, with full career and current salary details, quoting reference 1T/2919 


Tel: 0171 499 8811 Fax: 0171 670 3490 
. . e-mall OsbtxmeCOodgenccotn 




odgers 


Odgere Executive Selection 
7 Curzon Street London W1Y 7FL 



employees@your .fingertips 


IT Appointments in the FT. Includes Developers, Business Analysts and Project Managers. 

For more information please call: 

Tel: +44 171 373 3351 Fax: +44 171 873 4331 



















RISK PROFESSIONALS 

GENSEC ASSET MANAGEMENT (GenAM) 


Genbe! Securities Limited (Gensec) is a leading South African Investment Bank whose business is aimed at creating 
wealth through innovation and excellence in financial risk management exploiting market opportunities and 
providing solutions to our corporate and institutional clients. 

Gensec’s principal activities comprise of: 

■ Equities 

■ Asset management (GenAM) 

■ Banking 

■ Property management 

Due to extensive growth we are recruiting senior risk professionals for our Cape Town risk function. The risk 
function at GenAM will be an integral part of the corporate risk management function of Gensec. The GenAM risk 
function will inter alia report on market risk (both absolute and relative) and the credit risk of individual portfolios as 
well as combinations of portfolios. 

While the GenAM function is part of the corporate risk management function, it will interact extensively with GenAM 
senior management, portfolio managers and sales people. 

The successful candidate will be a qualified CA or Msc (Maths & Stats), have at least 4 years market experience and 
at least 2 years risk management experience. Experience with techniques such as Value at Risk, Stress Testing, 
Scenario Analysis and Sensitivity Analysis is essential. Experience with portfolio management tools such as Barra is 
highly desirable. 

If you are interested in talking to us please contact Natalie May at Gensec: 

Tel: 027 11 280 1000 GENSEC 

Email: nataliern@gensec.com 
Visit our website: www.gensec.com 
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Design the future. Straight through. 

www.capitalmarketscompany.com 


A manfcer at tie Santaon Group 



m les Echos 

Hi JbtQftoABmdeVEcononue 

FINANCIAL TIMES 

The FT can help you reach additional business readers in France. Our link with the French business newspaper, Les Echos, gives you a unique 
recruitment advertising opportunity to capitalise on the FTs European readership and to further target the French business world. For 

information on rates and further details please telephone: 

Karl Loynton on +44 0171 873 3694 




a i 



Business Analyst 

Acquisitions , Mergers & Bidding 

“The teleconvmmkatibns market Is one of the most rapidly chains In the world today. 
Telecommunications networks are society's nervous system, critical to Industrial competitiveness 
and social c ohes i on". . 


Middlesex 


With the liberalisation of the global telecoms 
market, this company wtth a worldwide presence, 
annual sales In excess of £10 billion and listed on 
all three major stock exchanges, is undergoing a 
rapid global transformation. 

To facilitate this change, there is now a need for a 
Business Analyst to support the development of 
commercial opportunities, Including new mobile 
telecom licences and acquisitions, through 
providing financial and business evaluations. 

Your responsiba files will include: 

♦ Financial and commercial evaluations of new 
business opportunities, particularly acquisitions. 

♦ Investment appraisal and company valuation 
through developing financial models for 
Investments. 

♦ Analysis of financing packages in conjunction 
with corporate finance. 


c £44,000 + Car + Benefits 

♦ Development and monitoring of strategic 
business plans including KP1 measurement. 

The successful candidate will be an ambitious 
qualified accountant with first class technical ability, 
ideally from a corporate finance background and 
with die experience of commercial evaluations, 
modelling skills and development of corporate 
strategy. You will need to display a hands-on 
approach and excellent communication and self 
management skills, you will be able to work in a 
multi disciplinary team environment This role will 
involve international travel. 

Interested applicants should forward an 
upto-date curriculum vitae including current 
remuneration and daytime contact number to 
Keith MacKenzie at Michael Page finance, 

Europe House. Church Street Old Isleworth. 
Middlesex TW7 6DA, or fax on 0181 847 5703 
or email: keithmackenzle@mlchaelpage.com 
quoting ref 413794, www.michaelpage.com 


Michael Page 


FINANCE 


Australia • China * France • Germany * Bang Kong * Italy * Netherlands • New Zealand * Singapore • Spain • UK • USA 




Director of Finance & Administration 


Out to planned retirements and a management reorganisation, a newposthas beta created in the world* 
largest grant-giving charity, dedicated to the advance of medical research, wrtfi assets In excess of £10 bOBon, a 
staff of 450 and annua/ expenditure of £300 million. The key challenges will be to lead and motivate a team of 
dedicated functional specialists, contribute to the future direction of the Thrift act ivit ies and help raise even 
Anther the overall quality of management within this prestigious, high profile organisation. 


THE ROLE 

■ Reporting to the Director (Chief Executive) and 
responsible to the Board of Governors for finance 
human resources, IT. property and services. 

■ Directing major new initiatives In human resource 
strategic management, office accommodation, 
systems and processes to provide an appropriate 
and cost-effective infrastructure to support the 
Trusrt activities. 

■ Working closely with the Director to contribute to 
a realistic yet stretching strategy to maximise the 
impact of the Trust whilst retaining a firm 
commitment to its original aims and ambitions. 



THE QUAUHCAPONS 

■ Business leader and manager with a sound 
financial or commercial background, either from 
the accountancy profession, industry: the Gty. 
Government or the Services. Age open. 

■ Proven manager of process and staff with a 
progressive approach to human resource 
development and a track record of effecting 
change and delivering major projects in a sizeable 
organisation. 

■ Superior leadership and interpersonal skiKs. Adept 
at presenting to a demanding audience and 
sensitive to the heritage and ambitions of a unique 
medical research institution. 


Selector Europe 

Spencer Stuart 


Hmm t«lAr with foH daub tn 
Sahctor Europe. Hal. Tn/2304C-3n28. 
1C CMtnwgfK PUtt. 

London W2 ZED 




Finance Director 


Linklaiers & Alliance is composed of five of Europe's leading law firms from the UK, Belgium, 
the Netherlands, Sweden and Germany. Faced with the challenges of integration, in view of the continuing 
globalisation of Industries and caplral markets, Unklaters 8t Alliance Is establishing a dedicated executive 
team to drive the process forward. One of the key challenges of integration will be the harmonisation 
of financial and management reporting systems throughout the constituent firms who form 
Linklarers & Alliance. Given this, Linklaters & Alliance is seeking to recruit a Finance Director. 


The Position 

- Reporting to the Chief Executive, you i rill sit on the 
Executive Committee and rake responsibility for the 
development and maintenance of Integrated financial 
and management reporting and accounting systems. 

- Drawing on the experience and resources of each of the. 
constituent firms, you will define and then implement 
the agreed linandal harmonisation strategy. 

- Take a consultative approach to ensure die appropriate 
sharing of executive costs between the constituent firms. 

• Manage the Lrnkiaters & Alliance Finance function. 


PMan sand yon CV eunet ntey < 

no BOOK** AkamatM* and by fa* 
m/hnmH*kdksi£Bn 


The Requirements 

- A qualified accountant (or equivalent) with a proven track 
record In a senior financial role with an international blue 
chip organisation together with strong affinity for. or 
practical experience hi, a professional services organisation. 

‘ A continental background, ideally Dutch, Belgian or 
German. Fluency in English and German are prerequisites. 

• A thorough understanding of business accountancy, 

treasury, taxation and information technology. 

- A diplomat with the wisdom and persuasive skills ro define 
solutions, establish their value and gain acceptance before 
implementing the agreed plans of action. 

dresas to Dand Rdnrfe. iW Sd«^ ^ neg*rt StresL London vm 6HT, qu«- 

i ore oin 3i23imqrbya^ioM8-lantta^ iita iycgnhim^Har»^ 


LINKLAIERS 
& ALLIANCE 



to your numbers. 


Junior Accountancy Appointments in the FT. 

Includes Bursars, Financial Managers, Financial Controllers and Financial Directors 

please call: Tel: +44 171 873 4006 Fax: +44 17 1 S73 4331 
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It’s the quality of international experience that counts. 

International Auditors 
Based UK/Continental Europe • USA 




As a highly successful division of a $4.5 billion Fortune 500 industrial 
group, our client offers you the opportunity to gain high level exposure 
across the globe, and add an impressive name to your CV. 
As pioneers across a diverse technological spectrum, their reputation is 
first class and synonymous with innovation, quality and exceptional 
customer service. All of which shows that for successful, qualified 
accountants, our client realty can provide a fantastic next career move. 

You’ll conduct risk reviews across the business together with audits 
of operations spanning commercial, marine, defence and information 
technology. Working dosefy with ail levels of management, you will 
maximise the efficiency and effectiveness of the groups business processes, 


evaluating and improving Internal controls and compliance whilst 
maintaining your commercial perspective at all times. The international 
nature of these roles offers the opportunity for extensive, but not 
excessive, travel within your specific region, either Europe or the USA. 

Your one to three years’ post qualification experience following your 
ACA, CPA or equivalent, will have been gained within a major Audit 
Practice, preferably one of the Top 5. Although international experience 
is not mandatory, it’s important that you have the International 
mindset, capacity for lateral thought and the advanced interpersonal 
skills required to propose workable solutions and defend your 
recommendations in culturally diverse environments. 


You’ll find that Audit represents a first-class training ground for 
long-term career enhancement, and success here will present many 
opportunities to move on to other roles within the organisation. 
In addition to an attractive salary and benefits package, you will enjoy, 
where required, relocation assistance which will cover visas and 
work permits. 

Interested applicants should apply to Robert Macmillan, stating current 
remuneration and quoting reference number UKR559 at Nicholson 
International (Search & Selection Consultants). Bracton House. 
34-36 High Holbom, London WCIV 6AS. Alternatively, fax your CV on 
0171 404 8 1 28. or e-mail: vanessajonas@nicholsonintl.com 


W 


NICHOLSON 

INTERNATIONAL 


31 Officii • 24 Countries • OKI vision 


FINANCE MANAGER 




The Excel Group Ltd 


Thames Valley 


Scope to widen your 
horizons! 


f Highly Competitive 
Package. 


Excel Mouldings Ltd, established for 17 years;, part of the £30 mifijon Uenover Excel Group, 
' established 27 years, produce high quality visual and technical injection moulded psts for a wide 
variety of industries. This indudes: automotive consumer durables, electrics, medical and busness 
machines. The company has BS EN ISO 9002 ac c r edit at ion and is working towards OS 9000 
accreditation in 1999. 

The Position . ’ " \ 

this opportunity has arisen due to promotion within the Group and is a key appointment to be part of 
the Senior Management team.. Reporting directly to the Sight General Manager, the role wil encompass 
:fu8 responstoflity for the financial and Reporting functions of a c£4 million turnover subsidiary. Initial 
Taslc Assist with the implementation of IMAN manufacturing systems. 

The Applicant 

• Ntwriy Quafified/Rnafct with manufacturing background and strong financial accounting 

• Excellent communication and interpersonal sidtis with the ability to liaise effectively at all 
levels - from shop floor to senior management 

■ You must be ready to accept new challenges apd harefle a steep teaming curve. 

To apply p loose write enclosing your CV and current salary details to 
Hays Accountancy Personnel 1st floor, 133/134 Hi^) Street Oxford OX1 4DN. Tel: 01865 
727071. Fax: 01865 251843. &maitoxfonl«iays-apxc».uk 





fes Echos 

LaQuoMenihr&mK 

The FT can help you 
reach additional 
business readers in 
France. Our link with 
the French business 
newspaper. Les Echos. 

gives you a unique 
recruitment advertising 
opportunity to 
capitalise on the FT* 
European readership 
and to further target the 
French business world. 

For information oa 
rates and further details 
please telephone: 
Karl Loyntoo on 
444 171 873 3694 
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GROUP FINANCIAL CONTROLLER 

Hi gh Wycombe c. £40,000 plus car 

C hallenging job for enthusiastic accountant 
with some commercial experience 

We are a growing privately owned pic with ambition. We supply audio, video and 
computer accessories to household name retailers In the UK. USA and elsewhere. Group 
turnover is £l5m and we employ 70 people. We require a qualified accountant to take 
the company through Its next stages of growth: a flexible committed Individual who can 
grow with the company and turn their hand to a variety of challenges and opportunities. 

Key Responsibilities for the post 

• Management of the finance administration and IT functions 

• Close halson with the managing director and proprietors in the running of the business 

• Development of the company's computer systems and procedures 

• Exercising vigorous financial control over the company's activities 

• Producing timely, high quality management accounts and advice 

The successful candidate will be a Chartered Accountant with good attention to detail and 
an open persuasive management style. The successful candidate is also likely to have: 

• Post qualifying experience of retail or distribution 

• Operational experience of JBA or AS400 accounting packages 

■ The drive and enthusiasm to work closely with colleagues of different disciplines 

• Determination to prove thansehres worthy of a board appointment tn the short term 

If you feel that this may be the opportunity for you then please call Ruth Bishop or Colin 
Perkins of Personnel Services and Management on 01784 472641 or alternatively 
send your CV with current remuneration details to 'Bank House, 81 St Judes Road. 
EngleSeld Green, Egham, Surrey TW20 ODF or E-mail details to PSMegham@aoI.com. 


Develop the future. Real time, 

www.eapitalmarketscompany.com 


Speculate and accumulate. 


Accountancy Appointments every Thursday in the FT. 

Includes Tax Specialists, Analysts and Finance Directors. 
For mo^e information on advertising opportunities please call; 
Tel:* +44 171 873 3351 Fax: +44 171 873 4331 


Finance Director 

upto£45K 

The Institution of Civil Engineers is the world's premier engineering institution with 80,000 
members, h plays a major role in the development of the civil engineering profession, both in the 
UK and internationally. 

This includes acting as the education, training and qualifying body for the profession; providing a 
range of learned society activities to promote engineering excellence, communicating with its 
members and the world at large on matters affecting civil engineering; and providing a range of 
products and services for Its members. 

The Institution requires a Finance Director, reporting to the Chief Executive, to be responsible for 
all finan cial aspects of Institution activities, to provide a major input into its development and the 
development of the ICE group. 

This challenging post requires a professionally qualified accountant with highly developed team- 
working and motivational skills to act as a catalyst for change. Applicants should lave experience 
of reporting at Board or senior committee level and have good systems knowledge and skills. The 
Instituti on is a registered charity so experience in this sector would be an asset. 

The institution operates from two sites • its main headquarters in Westminster and Heron Quay in 
London's docklands. The post will be based at Heron Quay although frequent visits to 
Westminster will be necessary. 

The pos carries a salary of £45K plus benefits. Please send full evs to The Director General and 
Secretary, The Institution of Civil Engineers, One Great George Street, London SW 1 P 3AA. by 4 
January 1999 



The Institution or 
Civil Engineers 
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IT Appointments 


IS Strategy Programme Manager 


Broad-ranging client and sales support and consultancy role 


• City 

• to £75,000 + car 


CJA 


SENIOR PRODUCT CONSULTANTS- 

EUROPE/ MIDDLE EAST/ AFRICA 


Our ctieiu is one of (be most prestigious organisations 
in the Lloyd's market A recent merger has given them 
an unrivalled asset base for future expansion. IS is 
critical to their business and they now need to 
develop an appropriate strategy to help drive die business 
forward. 


Reporting directly to the Head of IS, the Programme 
Manager will have responsibility for overseeing a complete 
evaluation of the information requirements of 
the newly formed group and its strategy. He or she 
will be responsible for managing large scale change 
management programmes which will include people, 
process and technology issues as well as supporting systems 
projects. 


Suitable candidates will be of graduate calibre and have the 
strength of personality and inter-personal skills to persuade 
users of the benefits of change. With a minimum of five 
years experience within die financial services sector, he/she 

will have a proven track record in a structured environment, 

including at least one major change management 
programme. Experience of die insurance market, ideally 
inHwKng Lloyd's, is preferable but not a prereqnisiie. 


LONDON 


£50,000-£70,000 + benefits 


Interested candidates should apply in writing with 
full career details including salary, and where 
possible a daytime telephone number quoting 
the reference PMS0612 to Gerard Moore, 
KPMG Selection & Search, 1.2 Dorset Rise. London 
EC4Y &AE or e-mail him on gerardJiHXire^kpnigxojjk 


KPMG Selection & Search 


MARKET LEADER IN ASSET/LIABIUTY & PROFITABILITY SOLUTIONS 
FOR FINANCIAL INSTITUTIONS 

Our diem is a subsidiary of a publldy quoted US company and is a global market leader whivan established client 
base of leading financial Institutions throughout the EMEA regfon-Tbe Senior Product Consultants maintain aaose 
working relationship with clients, implement and configure the produces on-site, train clients ; in their opera an 
application through seminars and workshops and provide day-to-day support and guidance ch secon 
The successful applicants will be graduates and will have a thorough understanding of the concepts involved in 
■ Asset/Uability, Interest Rate Risk and Profitability Management and their practical application within areanor 
commercial bank, building society or similar institution. PC literacy with strong analytical and financial 'n? 
skills is essential, with fluent English and the ability to converse in a second European bppjage 
advantageous. Conceptual knowledge and "end-user” expertise Is more important than IT experience. Overseas 
travel will be frequent but of short duration and there is significant independence and flexibility in planning die wo 
schedule. There is a team approach and the remuneration of £50,000-£70,000 is by way of high basic salary plus 
ongoing performance bonus and benefits. Applications In strict confidence under reference SPC8 1 54/FT 
to the Managing Director, CJA, or telephone *44 (0) 171 638 0680 for an initi al discussion . 



GLOBAL INVESTMENT BANK 


FIXED INCOME AND EQUITY DERIVATIVES 
RISE MANAGEMENT 

(Our client is one of the world's foremost top-tier university ideally w 

j global investment bonks with a strong and preferably a nunimun 


CITY 


employees© 

your.fingertips 


j reputation for leadership in financial product 
I development and technological innovation. 
jThey are now seeking to recruit a small 
-number of highly talented quantitative 
(analysts and quantitative developers to join 
c this front office group. The group is a 
"] stimulating mix of quantitative analysts and 
(quantitative developers sitting side by side 
( the trading and sales desks developing, 
(enhancing and integrating trading and 
j market risk models. 


(An excellent science/mathematics 
l background is required and should include a 
] 1st or 2.1 honours degree from a 


JM 

Millar Associates 


top-tier university ideally with a high degree 
and preferably a minimum of six months 
financial experience. For both roles, hands-on 
computing experience is required including 
for example C, C++, VisualC++. Visual Basic. 
Excel etc. Enthusiasm will be a distinct 
advantage. 

Remuneration packages are excellent and 
indude a substantial bonus and, benefits 
package. 

In the strictest confidence, please send a full 
CV to Craig MXUar at M3Iar Associates. 6 
Sloane Street, Knightsbridge, London SW1X 
9LE. Please quote reference no. PT161Z 
Tel: 0171 823 2222. Fax: 0171 823 2208. 
M Eniailmiillarassociates@swl Jetmexom 


IT Appointments in the FT. 


For moro informobon on jdvertjsirr.; opportunities 
please call: 

Tel: ^44 171 373 3351 Fan: -44 171 S73 4331 




E-BUSINESS SOLUTION SALES 
AND ACCOUNT MANAGEMENT 
IN THE FINANCIAL SECTOR 


Salary: To £65K O.T.E 


Nettec PLC is an acquisitive and rapidly 
expanding Internet solutions company based in 
Central London. Our Financial Services Practice 
urgently needs an Account Director or Manager 
(according to experience) with a background in 
the London financial sector. Ideal candidates will 
have an understanding of Internet or client-server 
solutions. For more details of this role, see 
http://www.jobs-nettec.net. Please email your CV 
in confidence to us at fs@nettec.net 
or fax 0171 514 9555. 


INTERNATIONAL SEARCH 6 SELECTION 


QUANTITATIVE ANALYSIS 

Interest Rate (Money Market) Risk Analysis 


i 


MAARS Software International is an Indian Multinational Services Organisation 
selling up its European Operation based in UK in the Thames Valley Area. Maars Software international is a de-facto 
leader in SAP Implementation skills in India and currently employs more than 300 professionals around the world. 
MAARS also implements its own Integrated Manufacturing Package (MAARS MAN) for Small and Medium 
Enterprises around the world. A pan from ERP. MAARS has its own software development facility in India serving 
prestigious clients. MAARS is 1550:9001 certified for its entire software and services business processes. MAARS has 
existing subsidiaries in USA. Singapore. Australia and the Middle East. Subsidiary operations will be set up in other 
European countries in the next year. We require the following professionals for the startup organisation. 



Senior Business Managers. Thames Valley Area. Package c£80K 

You will he an important pan of the success MAARS plans to achieve in this market You should have a good degree, 
at least 10 years of sales / marketing experience in die IT industry, an aggressive appetite for business, thorough 
understanding of the UK and European ERP (particularly SAP and Oracle Financial) market including excellent 
relationship with the customers and large implementation service providers. A proven track record of success in the 
sales of ERP services is essential. An understanding of Indian Offshore Development Methodology will be a dear 
advantage. 


SAP Consultants. UK / Europe. Package c£40K-70K 

You are an experienced SAP professional, with at least one full implementation experience in Europe. Various 
permanent and contract positions arc available for all areas of specialisation. MAARS will give you opportunities to 
work in all comers of the globe. 


Please send iu your complete CV along with a Daytime Contact Number. Nationality. Current Employment, Current and 
Expected Salary and References to Box A62S0, Financial Times. One Southwark Bridge. London SEl 9HL 



This major investment bank urgently requires an individual with at least two years experience 
of interest rates markets to develop quantitative analysis tools. The role requires: 

>■ Analysis of key market data to identify market behaviour and risk parameters 
»■ Development of risk reports to present risk-analysis and stress analysis to senior management 
> Development of front-office tools to identify and manage market opportunities 
>■ VB, VBA in Excel are the minimum technical skills required along with very high numeracy 

skills 


Statistician 


In addition there is a requirement for a post graduate with a minimum of a 2.1 and an MSc/PhD 
in statistics to join the research team to develop computer driven strategies for a portfolio of 
over $1 billion. The overall purpose of the position is to develop quantitative techniques for 
statistical modelling of market behaviour and analysis of portfolio risks. Two years post 
qualification experience of large data sets as well as programming skills in C and familiarity 
with statistical packages e.g. SPLITS are preferred. 


Please contact Alex Blair on: 



Tel: 0171335 5890 

Fax: 0171 335 0008 

Email: a.blair@huxley.co.uk 


INVESTMENT BANKING 
America House, 2 America Square. London EC3N 2AH 



Net. Works 


The FT IT Recruitment section is also available all week on www.FT.i 


BANKING FINANCE & GENERAL APPOINTMENTS 
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JERSEY FINANCIAL SERVICES 
COMMISSION 


m GnvLui 

IMasNag Hit Ptmr WSMn 


The Jersey Hiumia] Service. Commission is the independent body set up to reevlme and supervise ibe fnwee irufastiy of Jersey. With over £200 
billion invested, the finance iodustrv accounts for over SK- of the Island's GDP. 


E11B 0PEAN lax MANAGER 



Deputy Director General 

The successful poslhoider will be expected to awUt the Director General m tbe development of fiaanoai services regulation - implementing 
and advising the Commission on new developments lo match best intrnulioaai regnlatwy practice. 

A self assured innovative person b sought, with well developed analytical skills and preferably a familiari ty with investment faiwnro or trust 
odminieration. The successful candkLue. whose experience' could be as a practitioner a- regulator win have a proven tnxi to record of operating at 
senior level within 3 major institution or professional firm. 

Ouistandinc team building skills together with the ability to comnsmicste effectively are essential lo this post 

Please apply, at writing, no later titan 31a Deamber 1998, w ah full career and salon dentils u: 

Mrs Sue Holloway 

Personnel and Administration Manager 
Jersey Financial Sernas Camtission 
PO Box 267 

Nelson Noose 
Dawd Place 
StHelier 
Jersey JE4 STP 
Channel Islands 

Tel: (+441 115341 822033 Fax: (+J4K1534) 822001 

E-Mail info^jersevfccxifg 


Position 

available. 
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d tepo sabN m efleal P[«lw3s. packaging materials. Sow control products, alactrical and atectronic 
components and undemsterttiecoflummicaliaiB systems. 

Our cong&nitt, wdi as ADT, US Surgical, Kendall Health Products and IbCal Wither are household 

itwoughoot Eonipa and Um rest of Ae 
^orttwida growth should reach rarer S23 baton in turnover in 1999 ions. 
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EQUITIES 


CONSULTANTS 

f AST. AFRICA 


Bourses rise despite Iraq crisis 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 
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By Vincent Boland 

European stock markets 
ignored the crisis in Iraq to 
post good gains, with the 
main indices rising by just 
over 1 per cent. However, 
traders said much of the 
activity was Inspired by 
technical factors such as the 
expiry of stock options. 

A fall in oil prices on the 
view that the bombing of 
Iraq, would not- affect stocks 
of the commodity did tittle 
to unsettle markets later, 
and Wall Street's gains pro- 
vided the underpinning for a 
day of moderate activity. 

FTSEEbtocioo 

hdn ■ ' 

1000 


.Goldman Sachs became 
the latest investment bank 
to suggest European mar- 
kets were getting a little 
Pricey but that there could 
he more mileage before any 
new correction. 

“Our valuation models 
suggest that markets are 
probably somewhere above 
fair value but they could go 
higher in the near term," the 
bank said in Its European 
private client portfolio strat- 
egy report 

“We believe liquidity lev- 
els wfli fall below normal 
seasonal levels in coming 
weeks as investors avoid 
trades that will not settle 
before conversion of Euro- 

Bond yield ctaw 

Percent (Pecamtar 171996} 


pean currencies to the euro,” 
it added. 

The FTSE Enrotop 800 
index of leading European 
shares rose 12.06 points to 
143027, while the narrower 
FTSE Eurotop 100 Index rose 
28.12 points to 2£10J7. The 
FTSE Ebloc 100 index of 
shares In euro-zone coun- 
tries rose 10.12 points to 

94147. 

The oil sector rose 124 per 
cent, although that hid 
mixed performances for 
Europe's oil majors. Royal 
Dutch rose Ecu L3 to Ecu 
4145, but the weaker oil 
price bit others. 

Total fell Ecu &3 to Ecu 
8548, while Elf Aquitaine 


was down Ecu 1.8 at Ecu 
9559. 

The best performer of the 
day was the distribution sec- 
tor, which climbed 5.14 per 
cent, almost entirely on the 
strength of a surge in the 
shares of Adidas Salomon. 
The stock was up Ecu 74 to 
close at Ecu 9449, reflecting 
sharply improved sentiment 
towards the company after 
recent underpetformance. 

Media stocks were buoyed 
by merger and acquisition 
speculation in French com- 
panies after this week’s 
developments at Pa the. 
Canal Plus rose Ecu 72 to 
Ecu 22258. L'Ortal jumped 
Ecu 225 to Ecu 575.06. 
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K ANALYSIS 

Risk Analysis 


■ BUQ STILE FTSE BnOTOP MO MKX OPTION (4EX5 EculO par UK point 

2900 2S2B 2960 ' 2660 26GB 2700 273D 2600 

CPCPCPCPCPCPCPCP 
Dto IV 2 K 2 Sr 41 IB 15 1 S' I HH 2 154 2 204 

JSC 171 626 131 78 W 861 83 122 « IS. 43 - 184 21 221 MB 94 
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OTHER INDICES 


...On flat .lie . 1»' ' ShnccmHco . 

• Mint: 

QJ Sen* 50 317354 313100 306623 WB52 243357 3671X2 243307 

DJ Eup Sb 56 - 3148.07 ««S 308072 346848 241023 165841 241823 

usa EMPB M 112829 110832 131855 98U9 UI8J5 51078 

Sum Matter M FT tafcotota. to wkbi nM Her W wcwlMita. 
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PROPERTY MARKET 


OSLO AIRPORT FORNEBU CLOSES DOWN - THE KOKS A AREA IS PUT UP FOR SALE 

Scsndinavisn Airline SyMems nod the <uic properly company. SinKbypp. ate pulling up the land and 
i he building* known a* (be .Koksa area- ai Oslo Airport Fumcbu lor talc. 



Oslo Airpon Fomcbo with ire 840 acres 1 3. 400.000m' > is i he single Impest Land area io be planned 
and developed centrally in the Oslo area in modem limes. 

The Kolcsa area encompasses 22 acre* and approsimandy 74.000 m : of building area i above and 
under ground). Some of the building* should probably be lorn down in ccdei to give room for new 
buildings. The area is expected to be regulated during I be course of 1999 and give room for a lotal 
building area of appro s inanely 90.000 - 1 70.000 m : above ground. Broker valuations of die Koksa 
area ore in the NOK 630-740 million range. 

The Norwegian parliament has signalled lhar a national knowledge based centre shall be located ai 
die Oslo Airport Forncbu area- The Kuksa area will be a pan of these plans where the public and ihc 
private sector jointly will give meaning to. the visions. The buyer of I he Koksa -area will be asked lo 
produce a plan for contributing to IT - and knowledge based activities to tire area. The sale will 
follow regular state sale procedures and ihc current concession laws. The sellers are not obliged io 
accept received offers. 

Interested pariien are advised to contact: 

H&C^NORDEN 

BXENTDOMSM&CLERFORRKTISINC 
Slramien IA. Aker Brygge 
P.O. Box 1580 Vika. N-01IS Oslo 
Tel: +47 23 1 1 68 OO 
Fax: +47 23 >1 69 40 


Forthcoming World-wide Colour Property Supplements 


The Flnanciai Times will publish three world-wide colour supplements: 

• 30 January 1999 'Development Preview' 

• 13 February 1999 ‘London Property Marker 

• 27 Mach 1999 'WbifcMde Property Matet’ 


For further information please contact: 

The Property Team in London 

Tet: +44 171 873 3211/3591 Fax: +44 171 873 3098 
email: robert.bryson^FT.com 


Financial Times Surveys 

Northern Ireland 

Tuesday February 2 


For further inionr.aticn please Contact: 
Charles Eluntlford 
Tel; -353 1 676 1 ISM 
Fax: ,353 1 676 2125 
email; citasiniimlifco.ie 
or Trocey Entlaccii in London 
Tel: *44 171 S73 4-356 
Fas: -44 171 £73 4862 
email: traccy.enilacotlv. FT. com 

FINAN CIAL TIMES 

No FT, no comment. 


Cayman Financial Brokerage House 


Us 


Forex, Futures, Options 
and Guaranteed Funds 

Telephone +1 345 945 3100 
Website www.cfbh.com. 
Facsimile +1 345 945 3199 
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INTERNATIONAL CAPITAL MARKETS 


] 


By 

in 

Ti 

se 

re 1 

ii\ 

a 

en 

on 

bv 

im 

fri 

an 

he 

Iik 

rtu 

dlf 

dpi 

of 

tic 

so; 


I 

F 

a 


By I 
and 


Th« 
thei 
mtf 
the- 
the 
"to 
inp 
mit 
pro 
mot 
eng 
the 
coir 
offn 
peti 
chm 
"1 
tron 
in t 
laws 
and 
elec 
Man 
indi 
the 
lord 
e-En 
UK 
sion 
icon 

SSSIll 

ness 

that 

and 

com 

jses. 

;v:rh 

bus.: 

in;:. 

Rti-tli 

tr> - 
uv.* 

■ k ,• 

iC’i’ij 

:hi- ; 


T 

ri 


By Jo 
UwC 


t 


:rrd.' 

xr t v 

iV-Lll 

A 

L- w.i 

4»>t 

Ew.-i 
she v 

a . f rVi * 

#L . 

Ah 


By Rot 


.r r.H 

ticn. a 

ihiryt 

i f the 

UK .-»■ 
in 

South 

Wh’ii’.i 

ins.'rr 

; a .»■ 

M:d : 

awhi 

*— w «Tr 

Ssw- I 


STOCK MARKETS EXPANSION FOR NETWORK 


Three more 
countries to 
join Euro.NM 


By Vincent Boland 
Euro.NM. the pan-European 

network of stock markets for 
growth companies, will have 
eight members by the middle 
of next year after Sweden, 
Denmark and Switzerland 
this week agreed to join the 
alliance. 

The three will join the 
four existing members - 
Frankfurt's Neuer Marfct, 
the Nouveau Marche in 
Paris, and the growth com- 
pany markets of the Dutch 
and Belgian stock exchanges 
- and the Borsa Italiana, 
which is scheduled to join 
the Euro-NM network In the 
□ext few weeks. 

Euro.NM's expansion to 
eight members gives it an 
edge in its battle with Eas- 
daq, the Brussels-based pan- 
European market, to win 
listings from Europe's 
growth company sector - 
including telecoms compa- 
nies. internet start-ups and 
biotechnology groups. 

“The objective is to create 
by the first half of 1999 an 
enlarged and reinforced pan- 
European market dedicated 
to high growth companies on 
the basis of Euro.NM," the 
alliance said yesterday. 

The eight exchanges met 
in Stockholm this week to 
agree to expand the 
Euro.NM network, and the 
meeting was also attended 
by representatives of the 
London Stock Exchange. 
London is now the only sig- 
nificant financial centre not 
formally linked to the alli- 
ance. 

Euro.NM said the LSE 
would continue to be repre- 
sented at alliance meetings 
"in order to explore whether 


WORLD BOND PRICES 


its participation would bene- 
fit UK quoted smaller grow- 
ing companies”. 

London’s Alternative 
Investment Market is widely 
considered too big to Join in 
its present form, however. 

The Buro.NM alliance has 
grabbed the lion's share of 
new growth company flota- 
tions in 1998, and now has 
IS listings. At the end of 
November it had a market 
capitalisation of $32.7bn, 
while Easdaq had 38 listed 
companies with a combined 
market value of about 
$l4bn. 

Easdaq is searching for a 
new chief executive as it 
seeks to fight back in the 
race to win more listings. 

• The UK Treasury yester- 
day recognised the Swiss 
Exchange (SWX) as an over- 
seas Investment exchange, 
allowing UK institutions to 
become members of the 
Swiss bourse, the SWX said 
in a statement. Beaters 
reports from Zurich. 

The SWX announcement 
came three weeks after the 
all-electronic stock exchange 
agreed to admit two Ger- 
man-based banks as its first 
two members based abroad - 
so-called remote members. 

However, before foreign 
membership can become 
practicable, the Swiss parlia- 
ment has to change tax legis- 
lation to put foreign and 
domestic members on equal 
footing, it said. The Swiss 
government last month pub- 
lished plans to impose a 
bourse transaction tax on 
remote members in order to 
treat them the same as 
domestic brokers. The new 
tax plan is due to take effect 
on April I. 
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Treasuries fall on trade data 


GOVERNMENT BONDS 


By Arkady Ostrovsky in London 
and Rtetortf Waters 
in New York 


US bond markets turned 
their focus to domestic 
issues yesterday rather than 
the new military assault on 
Iraq, prompting a retreat in 
long-term bond prices during 
the morning. 

Earlier, European markets 
had posted modest gains in a 
day of thm activity, while 
stock markets also shrugged 
off the Gulf crisis. But trad- 
ers said trading was light as 
both equity and bond inves- 
tors continued to close their 
positions ahead of the holi- 
day season and the launch of 
the euro on January 1. 

Mounting tension ahead of 
the US assault on Iraq, 
which began late on Wednes- 
day, had pushed up Treasury 
prices earlier in the week, 
sending the yield on the 


benchmark 30-year bond 
below 5 per cent However, 
fresh signs yesterday that 
the expected slowdown in 
the US economy next year 
may prove less severe than 
expected drove it back above 
5 percent 

Danyelle Guyatt at Deut- 
sche Bank, said: “Investors 
have been holding very long 
positions in the Treasury 
market because of falling 
commodity prices. But the 
spike in oil prices takes 
away one of the positive ele- 
ments that was underpin- 
ning the Treasury market.” 

US Treasuries were caught 
on the wrong foot by the 
release of October’s trade 
deficit: at gl4L2bn, this was 
loner than expected and the 
lowest since April, suggest- 
ing the trade sector may 
exert less of a drag on the 
domestic economy than 
many had thought. 

A strong weekly employ- 
ment report and the latest 


business activity report from 
the Philadelphia Fed also 
made another US interest 
rate cut appear more distant. 

By early afternoon In New 
York, the long bond was 
down 8 to 103fi. pushing the 
yield up to 5.024 per cent 
while 10-year notes dropped 
£ to W1S4 tor a yield of 4+591 
per cent Among shorter- 
dated securities, two-year 
notes dropped £ to 100&. 

In the German bund mar- 
ket, the March future settled 
0.18 higher at 115.89. Ms 
Guyatt said Deutsche Bank 
was forecasting annual 
growth in Germany of 1.5 
per cent, well below the mar- 
ket consensus of 2-2.5 per 
cent, and was expecting a 25 
basis points cut In interest 
rates from the European 
Central Bank In the first 
quarter of next year. 

That would he supportive 
of the short end of the yield 
curve. Short bunds outper- 
formed again yesterday, 


with yields on the two-year 
German bond falling by 3 
basis points to 349 per cent 
while the 30-year German 
bond gained 2 basis points to 
A81 per cent 

UK gilts also ended 
higher, in spite of economic 
data that damped expecta- 
tions of a Further interest 
rate cut early next year. Fig- 
ures showed retail sales up 
by 09 per cent in November 
against a forecast of 0.2 per 
cent,' while a survey by the 
Confederation of British 
Industry showed the decline 
fn irwmuBw d uring was easing 
as output expectations rose. 

“After what seems like 
y prmths months Of UK 

data that have toiled to live 
up to expectations, today's 
retail sales data provided a 
real shot in the arm for 
growth optimists,” said 
David Brown, at Bear 
Stearns. The March, future 
on the 10-year gilt settled 
046 higher at lmfiO- 


Hungary adds to five-year deal 


INTERNATIONAL BONDS 


By Edward Luce, Capital 
Markets Editor 


In spite of the US-UK 
bombing of Iraq, the bond 
markets were calm enough 
to digest a Si 50m bond from 
Hungary yesterday and one 
or two other offerings. 

The Hungary bond, priced 
to yield 155 basis points over 
the five-year Treasury, was 
the second add-on to an 
existing bond bringing the 
total up to |650m. 

The original offering in 
April was launched at a 
spread of just 81 basis points 
over the Treasury - an accu- 
rate snapshot of what has 
happened to spreads in the 
meantime. Yesterday's offer- 
ing, lead-managed by Salo- 
mon and ABN Amro, tight- 
ened by two basis points 
after launch 
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New international bond issues 
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Caja Madrid, the Spanish 
hank, yesterday launched an 
E200m floater priced against 
euribor as opposed to euro- 
Libor, the competing refer- 
ence rate. One official said 
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France 
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euribor had been chosen 
because it was lead-managed 
by SG, a French bank, many 
of which are under strong 
pressure to adopt the alter- 
native benchmark. 
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Bankers said, significant 
bond offerings before the 
new year were unlikely, but 
there might be one or two 
small floating-rate issues 
from banks next week. 
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nppniTjBAT INeS OTHERS LEFT INTA CT 

One notch 
downgrade 

for HK bank 


By Louise Lucas ta Hoog Kong 

■ 

Moody’s Investors Service 
yesterday downgraded Bank 
of East Asia, Hong Kong’s 
third biggest listed bank, by 
one natch, but completed its 
review of five other Hong 
Kong banks by leaving their 
ratings intact. 

However, Wing Hang Bank 
saw its financial strength 
rating - a measure of the 
bank’s own fundamentals, 
minus government or other 
support — drop from C to D+. 
reflecting its "somewhat 
higher” risk profile. 

Bank of East Asia's finan- 
cial strength rating was also 
downgraded from C to D+, 
and its long-term foreign 
currency debt and deposit 
ratings were revised down 
team A3 to Baal. 

Moody’s said the bank was 
less liquid than the larger 
hantrs in Hong Kong and had 
the highest exposure to 
China among the locally- 
incorporated banks. 

Bank of East Asia has one 
of the highest exposures to 
Guangdong International 
Trust & Investment Carp 
(Gitic), the provincial gov- 
ernment's investment 
agency, which collapsed in 
October with an estimated 
US$2bn of debts. 

The bank is also more 
exposed to China’s other 
I tics, and overall Moody's 
said some 11 per cent of 
loans went to China, com- 
pared with about 5 per cent 
for most of the territory’s 
bigger banks. 

“We expect Bank of East 
Asia to continue to have 
above average problem loans 
which, in combination with 
its below-average loan loss 


INTERNATIONAL BONDS 


reserves, will keep pressure 
on earnings,” the rating 
agency said. 

“Nevertheless, Moody’s 
expects BEA will remain 
profitable as it spreads its 
provisions over the next cou- 
ple of yearn, allowing tt to 

■We expect Bank of 
East Asia to continue 

to have above 
average problem 
loans which, in 
combination with its 
below-average loan 
loss reserves, will 
keep pressure on 
earnings’ 


maintain its capital ratios 
and keeping it firmly invest- 
ment grade.” 

Moody's said Hong Kong's 
economy was still vulnerable 
to external shocks, and weak 
domestic demand and . prop- 
erty prices, which suggested 
recovery would not he swift. 

Deborah Schuler, senior 
analyst at Moody’s in Hong 
Kong, said she expected 
some consolidation in the 
banking sector, albeit grad- 
ual and driven more by 
forces such as technology 
rather than financial col- 
lapse. 

An early indication of this 
consolidation is the proposed 
takeover of Kwong On Bank 
by DBS, Singapore’s leading 
bank, which was announced 
on Wednesday. DBS is 
to make greater use of tech- 
nology at Kwong On to 
deliver 
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Hotel] Iraq currency effect proves short-lived 
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MARKETS TO3P0RT 
By Alan Beattie 

The safe haven and oQ price 
effects on the currency mar- 
kets Of Wednesday’s bomb-, 
ing of Iraq proved to be tran- 
sitory yesterday. 

The 'dollar fell back 
against the yen. Commodxty- 
linted currencies, which had 
risen yesterday on the expec- 
tation of higher oil prices, 
also lost their gains when 
the impact on the global oQ 
market appeared to be 
muted. 

After having risen above 
Yii7 in US trading on 
Wednesday on the news that. 
air strikes on Iraq were 
imminent, the dollar sank 
back yesterday to close in 
London trading at Y116.0. 

The Norwegian krone, 
which rose on Wednesday 
along with the increase in 
oil prices, turned around in 
early European trading yes- 
terday and feD throughout 
the day. It closed at the end 


POUND SPOT FORWARD AGAINST THE POUND 


of the European session at 
NKr4.626 against the 
D-Mark, lower than yester- 
day’s close of NEi4.6l6 but 
still higher than Its average 
in recent weeks. 

■ Analysts were quick to 
point out the large differ- 
ences between the present 
Internationa] tension in the 
Gulf and the much more 
serious scenarios during the 
earlier war against Iraq. 

“This is a different sce- 
nario from 1990," said Tony 
Norfield at A8NAMR0 In a 
research note published yes- 
terday. “When Saddam 
invaded Kuwait, oil prices 
started to rise, dramatically 
as there was a genuine 
threat to the global oil sup- 
ply. On this occasion the 
threat to global ofl stocks is 

■ POUND m NEW YORK 
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much less. The world has 
become used to restricted oil 
supplies from Iraq in any 
ease," he added. 

Fan-backs in (til prices yes- 
' terday, after It 'became dear 
that Iraqi oQ exports were 
proceeding normally tor the 
moment, reassured investors 
that tension in the Gulf bad 
not yet readied global pro- 
portions. 

The thinnpBB of financial 
markets also discouraged 
any full-blown speculative 
attack a gnipst a ffrytpd cur- 
rencies. “There is so Uttle 
liquidity in the markets that 
people are averse to taking 
positions," said Will Rugg, 
currency analyst at Standard 
and Poor's MMS. 

“A tew long positions in 
the dollar were established, 
but they were fairly 
short-term and profits were 
taken as soon as the 
rose above YU3," he added. 

■ The prospects for interest 
rate cuts in the UK became a 
little cloudier yesterday after 
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retail sales and business con- 
fidence data suggested that 
reports of the death of the 
economy had been some- 
what exaggerated. 

Retail sales volumes rose 
0.8 per cent in November, a 
much stronger result than 
the wnnii that the mar- 
kets had expected. And the 
art industrial trends survey 
for December showed a 
sharp upturn in the balance 


expecting output to improve 
in the near future, rising to 
-13 from -27 in November. 

Sterling leapt by around a 
pfennig against the D-Mark 
and half a cent against the 
dollar when the retail sales 
data were announced, but 
then steadily fell back over 
the course of the day to end 
little changed. 

At the end oT London trad- 
ing hours yesterday the 
pound was at DM2.765 and 
$1,673, both around the same 
as on Wednesday. 

There was somewhat more 
sustained reaction in the 
short sterling market where 
the June 1999 contract set- 
tled 8 basis points down, 
having fallen by as much as 
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WORLD INTEREST RATES 


12 basis points earlier In the 
day. 

“Markets have been timed 
in to the deflation story over 
the past few weeks.” said 
Philip Shaw, chief economist 
at investment bank Investec 
in London. “So data like 
today's caused a fairly heavy 
sell-off in interest rate 
futures." 

But few analysts thought 
that yesterday's data justi- 
fied a fundamental reap- 
praisal of their views on the 
UK economy. 

“Weather and seasonal fac- 
tors mean that monthly 
changes in retail sales 
should be taken with a touch 
of caution,” said James 
McKay, global markets strat- 
egist at Commonwealth 
Bank of Australia in Lon- 
don. 

“We have to separate the 
wood from the trees,” said 
Mr McKay. 

“In any economy heading 
south, there will be at least a 
couple of pauses in the slow- 
down.” he added. 
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Pig meat prices stuck in a trough 


Excessive supplies and falling demand have caused structural 
problems in the pork industry that show no signs of abating 


fig meat price fafis m Europe 

KdHgsofljnr 
(Dec 189? ID Dec 1998) 


By Paid Salman in London and 
JffitW Taft In Chicago 

Farmers in the US and 
Europe are facing continu- 
ing hardship os pig meat 
prices tumble. US cash mar- 
ket prices haw fallen to 
their lowest since 1941. and 
in some areas are close to 10 
cents a pound, compared 
with more than 40 cents a 
pound a year ago. 

In Europe, prices at the 
beginning of this month 
were up to 68 per cent lower 
than at the same time last 
year, with the Netherlands. 
Germany. Belgium and Den- 
mark bearing the brunt of 
the drop. 

Analysts say the pig meat 
market is used to peaks and 
troughs, but the current 
problems caused by exces- 
sive supplies are showing 
few signs of abating, with 
only the UK registering any 
upturn. 

The plight of the estimated 
120.000 hog farmers in the 
US seems to worsen daily. 
As farmers try to liquidate 
their herds, and many seek 
to exit the business alto- 
gether. animals are being 
slaughtered at record rates, 
which in turn means the 
continuing supplies provide 
no opportunity for prices to 
recover. 

According to the National 
Pork Producers Council, the 
US hog slaughter rate has 
topped 2m animals a week 
since late- September (exclu- 
ding the Thanksgiving 
period). Earlier this week. 


daily slaughter rates rose to 
about 393,000 head, a new 
record. 

To make matters worse, 
there are fears that some 
producers will liquidate 
breeding herds next year, so 
that the high kfll rate con- 
tinues. 

Dan Basse, at the Chicago- 
based firm AgResouxce, 
points out that sow slaugh- 
ter rates have not risen sig- 
nificantly year-on-year, 
despite the general supply 
crunch. “We see this as a 
structural problem," he says, 
suggesting that no signifi- 
cant market turn is likely 
until mid-1999. 

UK pig farmers have seen 
signs of Improvement, with 
prices rising in October alter 
reaching a 20-year low in 
September. But the average 
price at the beginning of 
December was 69.63 pence a 
kilogram, about 27 per cent 
below its level at the same 
time last year, according to 
the UK Meat and Livestock 
Commission. 

The UK's National Farm- 
ers Union's estimates the 
break-even price for UK pig 
farmers at between 95p and 
£1 a kilogram. "In Septem- 
ber. British farmers were los- 
ing about £30 every time a 
pig left their farm," said 
Alex Solomon, an NFU econ- 
omist. 

German pig prices fell 37.7 
per cent over the year, while 
prices for weanera - small, 
young pigs - were down 65.7 
per cent. Dutch weaner 
prices were down 68.8 per 


cent while Belgian weaners 
were down 4&3 per cent 

Spain. France, Austria, 
Ireland and Italy have also 
seen prices as much as halve 
over the year. 

In Denmark, the world's 
biggest pig meat exporter, 
bacon pig prices fell 399 per 
cent as sales to Japan 
slumped. 

Some of the Europe's prob- 
lems can be attributed to 
telling demand caused by 
the Russian financial crisis-' 
Russia is the European 
Union's largest external pig 
market, buying about one- 
third of EU pig meat exports 
last year. 

However, the mala cause 
of the oversupply was Euro- 
pean farmers' large shift into 
pig meat during the past two 
years. 

“Strong sterling had a big 
effect on UK prices." says Mr 
Solomon. "Across Europe, an 
outbreak of classic swine 
fever In the Netherlands 
encouraged farmers to 
increase production - which 
meant that overall levels 
were higher when Dutch 
production came back on 
line." 

The crisis over BSE. or 
“mad cow disease", also led 
to a shift into pork as an 
alternative to beef. 

In 1997. total pig produc- 
tion in the European Union 
was 187.5m head; it is esti- 
mated at almost 202m for 
1998. 

The US pig meat industry 
has also suffered a severe 
blow from the crises in Rus- 



sia and Asia. But its prob- 
lems stem largely from 
expanded capacity and 
increased productivity of 
bog farming in recent years 
as controversial “mega 
farms", with more sophisti- 
cated feeding and breeding 
techniques, have taken an 
ever-increasing slice of the 
industry. 

According to a 1997 study 
by the Federal Reserve Bank 
in ' Chicago, the average 
number of pi^ weaned per 
litter had reached 83 by the 
mid-1990s, up 8.5 per cent 
from the figure 10 years ear- 
lier. The ratio of annual pork 
production per head of 
breeding stock topped 2,500 
pounds, nearly 60 per cent 
higher than in the late 1970s. 

Today, the hog industry's 
parlous state has generated 
lobbying in Washington. In 
late November, the National 


Pork Producers Council 
wrote to President BUI Clin- 
ton. rfalwiing that most pOtk 
producers were losing 
between $50 and $75 on each 
hog sold. 

Among the NPPC’s sugges- 
tions were an economic cri- 
sis task force to assess the 
problem; Immediate mea- 
sures to increase the slaugh- 
ter capacity and process the 
current supply more quickly; 
contracts with rural banks 
and finance suppliers, to 
ensure “forbearance” on 
credit issues; and a emer- 
gency or disaster loan pro- 
gramme. 

Meanwhile, in Europe, 
France has launched a 
FFrlOBm ($i9m) aid package 
to assist pig fanners with 
loans. Last month, the UK 
also announced a £120m 
farm aid package but 
excluded pig Burners. 


Trinidad 
to exploit 
offshore 
gas fields 

By Canute James In Kingston 


British Gas and three other 
companies have created a 
consortium to exploit three 
gas 'fields 40 km off Trini- 
dad’s northern coast contain- 
ing aba estimated 3,000bn 
cubic feet of natural gas. 

The consortium- includes 
Agip Trinidad and Tobago, 

an ENI offshoot, Demin ex 
T rini d ad Petroleum, and 
state-owned Petroleum Com- 
pany of Trinidad and 
Tobago. 

Donald Baldeosingh. chair- 
man of Petroleum Company 
of Trinidad and Tobago, 
said: “This represents the 
Start r»f orrm-merr-i alien tirm nf 
natural gas from off the 
north coast of Trinidad. Pre- 
viously. this was restricted 
to the onshore. Gulf of Paria 
and East Coast areas." 

. The creation of the consor- 
tium to exploit the gas Adds 
is the second big . develop- 
ment in the Caribbean 
state's gas industry in the 

past fo rtnight. 

A consortium of Texaco of 
the US and British Gas dis- 
covered a natural gas 
deposit off Trinidad's east 
coast, capable of delivering 
at "an intentionally con- 
strained rate" of 16.2m cuft 
per day, the companies said. 

Recent natural gas finds 
have lifted Trinidad and 
Tobago’s proven reserves to 
19,000bn cuft from 8.000bn 
cu ft five years ago. 


Oil slips despite further military action in the Gulf 


MARKETS RQP0RT 

By Paul Sofcnan 

Oil prices slipped yesterday 
in spite of continued mili- 
tary action in the Gulf. 

As US and UK farces car- 
ried out further air strikes 
on Baghdad in retaliation for 
Saddam Hussein's decision 
not to co-operate with 
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United Nations weapons 
inspectors, the price of 
■benchmark February Brent 
blend slipped to $10.44 a bar- 
rel in late trading on Lon- 
don’s International Petro- 
leum Exchange, down 92 
cents. 

Yesterday was the first 
day that the February con- 
tract was the two-month for- 
ward benchmark. 


The action against Iraq 
has yet to stop the flow of 
crude from the country 
under the UN oil-for-food 
scheme, and the market 
appears convinced that over- 
all supplies are unlikely to 
be significantly affected. 

Separately, oO ministers 
from Venezuela. Saudi 
Arabia and Mexico met in 
Madrid to discuss possible 


action to cope with the 
global glut of crude. 

The three countries said 
they would rigorously abide 
by the 2£m barrels a day of 
output cats agreed earlier 
this year under the auspices 
of the Organisation of Petro- 
leum Exporting Countries, 
and also agreed to discuss 
further measures to support 
oil prices. 


Base metals ended mixed 
on the London Metal 
Exchange. Three-month 
nickel was $3,920 a tonne, 
against $ 3,895 on Wednes- 
day, while copper fell $18 to 
$1,480 a tonne. Aluminium 
lost only $2 to end at $L246 a 
tonne. 

Robusta coffee futures 
were largely unchanged on 
the London International 


Financial Futures and 
Options Exchange, the 
March contract ending at 
$1,820 a tonne, $1 higher 
than Wednesday’s close. 
March cocoa ended up $12 at 
$944 a tonne. 

In other coffee news, Bra- 
zil forecast Its 1999-2000 crop 
at 23m 60kg bags, against 
earlier estimates of 33m 
bags.. 
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S Africa to 
reform liquid 
fuel industry 


By Victor Mallei in Pretoria 


The South African 
government unveiled plans 
yesterday for reforming the 
country’s highly regulated 
liquid fuels businesses, 
including proposals to 
deregulate pricing, privatise 
some state assets, and 
ensure black South Africans 
eventually control about a 
quarter of the industry. 

Pennell Maduna, minister 
of minerals and energy, 
launched a consultative 
white paper as a prelude to 
new legislation governing 
the energy sector. He drew a 
contrast between the African 
National Congress-led gov- 
ernment's aim of meeting 
public demand for energy - 
especially electricity - and 
the previous regime’s con- 
cern about energy supplies 
in the face of an oil embargo. 

“The launch marks the 
beginning of an end to 
energy policy governed pri- 
marily by the desire for 
greater energy security and 
by excessive secrecy, which 
made rational and public 
debate on. energy policy 
impossible in the past," he 
said. “These, were the major 
characteristics of the apart- 
heid government's energy 
policy." 

Sasol, the South African 
petrochemical company, 
which makes liquid fuel 
from ooal with the help of 
state subsidies, has already 
taken the initiative in the 
forthcoming deregulation of 
the industry by anwminring - 
that it will abandon an 
Important part of the old 
fuel marketing system after 
a five-year notice period. 

It has terminated, with 
effect from the end of 2003, 
the rigaig obliging companies 
such as Shell,. BP. and Total 
to buy Sasol’s foel and have 
a Sasoi pump at their petrol 
stations/ By doing so. Sasoi 
hopes to. be able to strike a 
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new deal with one or more 
distributors and increase 
sales of its synthetic Aids. 

Mr Maduna outlined three 
phases of reform for liquid 
fuels "to create a stable and 
internationally competitive 
industry”, but declined to 
give a timetable. The first 
phase would include 
•interim adjustments to fuel 
price mechanisms", industry 
agreements on market 
access for synthetic fuels 
and plana to transfer a quar- 
ter of all sections of the 
industry to non-whites. 

The second phase would 
include price deregulation, 
and the third would be a 
“post-deregulation transition 
phase” allowing the govern- 
ment to monitor and correct 
any problems arising from 
the reforms. 

“Deregulation is no longer 
anathema to us," he said. 
“Government wants to get 
out of the old system.” How- 
ever, Mr Maduna made it 
clear that the government 
would not allow a com- 
pletely free market 

One of the cornerstones of 
future policy, for example, 
would be the preservation of 
jobs: the ban on self-service 
stations, which provides jobs 
for -some 50,000 pump atten- 
dants, would stay for the 
time being. 

The white paper also says 
the state-owned Central 
Energy Fund group of com- 
panies will be restructured 
and separated into its three 
areas of concern - strategic, 
regulatory and commercial. 
The commercial side could 
be partially privatised, with 
the state remaining “a sig- 
nificant shareholder”. 

Another, longer-term pro- 
posal is for the promotion of 
a refining and petrochemi- 
cals hub somewhere on the 
coast to serve southern 
Africa. At the moment, how- 
ever. South African refining 
capacity « ocee ds demand. 
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ACROSS 

1 Less g ear to distribute in a 
buret of generosity ( 8 ) 

5 Reduces the bill in the 
main by carrying it over ( 6 ) 

9 Greedy people sit back, 
having eaten top of egg 
from term bufldbgi ( 8 ) 

10 Fascinated by golden na g i f, 
for example (03 

11 En gla n d into successive 
taO-enders nearly maVo a 
scare ( 8 ) 

12 Man with classic greeting 
for new paradise ( 6 ) 

14 Pretended to hold the last 
heart, which caused fur- 
ther action < 10 ) 

18 No words to read? New pic- 
tures scrambled on the day 
(10> ■ * 

22 Island that 1 twice discov- 
ered (S) 

23 Plan of shooting star? ( 8 J 

24 Left to vote between two 
universities, on track for 
comfort and ease ( 8 } 

25 Following orders, lay down 
one’s life in the old grass 

• ( 8 ) 

2 fi Counterfeit article for the 
medicine man (gj 

27 Where doctors show their 
manners ($) 


„ DOWN' 

1 ,L b not In lieu of nails 
for the plants (8) 

2 S? er '- , for example, in 
tmaucial settlement (61 

S Willing to lose time to get 
the property (6) ^ 


4 Conventional image 
sort of recording ei 
mart (10) 

6 Doctors learn by inci 
rating unknown factor 

. bold way (8) 

7 Improve appearance of 
that is round the barn 

8 Quietly content about { 
or night melody (8) 

13 First Italian deputy 
telegram about Euro 

: Community being feu] 

15 BoDs casseroles, plus 
( 8 ) 

16 ft takes one’s breath i 

(8) 

17 Rules of credit - one 
become irate (8) 

19 They conduct cur 
changes in a poetry eo 
(6) 

20 One who quakes perhai 
the close of the won 
week? (6) 

21 Express disgust at tec 
case, say. in these stall 
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LONDON STOCK EXCHANGE 




Shares shrug off early Middle East nervousness 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Bfitnr 


Global stock markets - 
London included - mostly 
took Wednesday evening’s 
long-threatened US, 'UK air 
strikes against Iraq in their 
stride. 

Once it had overcome an 
initial bout of nerves, which 
saw the FTSE loo dip almost 
40 points as some of the pan- 
icky sellers moved quickly, 
the London market regained 
its poise and traded comfort- 
ably higher for the rest of 
the session. 


It was helped along by rea- 
sonably reassuring perfor- 
mances from overseas. Wall 
Street's modest decline - the 
Dow Jones Industrial Aver- 
age fell 32 points ahead of 
the news from Iraq - was a 
resection of the continuing 
impeachment process affect- 
ing President Clinton, which 
was put into abeyance after 
the air strikes. 

The response of the most 
influential Asian markets, 
Hong Kong and Tokyo, both 
of which made good prog- 
ress, gave heart to European 
markets. 

At the close of business 
the ETSE 100 was 64.7 higher 


at 5.685-3. extending the gam 
over the three past three ses- 
sions to 150.7, or 2.7 per cent: 

The FTSE 250 Struggled 
for much of the session, but 
settled a net &3 up at 4,695.9, 
while the FTSE SmallCap 
was finally 2.0 firmer at 
2 . 012 J . 

There was also encourag- 
ing news on the domestic 
economy with retail. sales in 
November coming in surpris- 
ingly strong and up 08 per 

cent against a consensus 

forecast for a 02 per cent 
decline, which would have 
continued a series of weak 
performances. 

Some economists warned 


against any over enthusiasm 
over the retail sales num- 
bers. “Price discounting and 
November’s rate cut are pos- 
sible explanations.” said Ken 
Wattret at Paribas. 

He said the figures are 
supportive of the “wait and 
see” view on interest rates 
and expects the Bank of 
England’s monetary policy 
committee to skip a rate cut 
after next month’s January 
6/7 meeting and wait for the 
broader picture for sales 
oyer the festive season. 

Richard Jeffrey, group 
economist at CCF Charter- 
house, said: “The retail sales 
news is much the more 


important of the two; con- 
sumer spending trends are 
not as weak as expected and 
that is a worry.” 

The Confederation of Brit- 
ish Industry's December sur- 
vey of Industrial Trends also 
provided some reassurance, 
pointing to a slowing of the 
decline in manufacturing. 

The retail sales news 
helped inject much-needed 
confidence Into a general 
retail sector that has suf- 
fered badJy in recent 
months; GUS and Boots were 
prominent among the FTSE 
100's best performers. 

Turnover in equities - 
a n a m at 6pm - was gener- 


ally lifted by events, but was 
also boosted by a number of 
big platings. Two Involved 
Pearson, which owns the 
financial Times. Gaz et Ban. 
the French holding company 
sold a block of 5m Pearson 
shares via Cazenove, the 
stockbroker. The other 
involved the sale of 17m 
shares in BSkyB, held by 
BSB Holdings, : In which 
Pearson, along with Paths 

and Gr anada is a substantial 
stakeholder. 

This morning brings the 
expiry of the December 
FTSE 100 and 360 index 
futures plus FTSE 100 in d e x 
options. 
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Zeneca 
fends off 
doubters 


COMPANIES REPORT 


By Peter John, Marlin Brice 
and Joel Kibazo 


Zeneca fell 6 to £2&30 as the 
pharmaceuticals group, 
which is merging with Astra 
of Sweden, sought to stamp 
out any possibility of a third- 
party bidder. 

Since the deal emerged, 
Zeneca has been conducting 
a tour of UK investment 
groups. So far, it has visited 
between .30 and 40 fund man- 
agers. fighting to convince 
them projected cost savings 
are viable and a counter bid 
is unlikely. 

That would tend to have a 
negative effect on the share 
price. However, the group 
has also argued that demand 
from index tracker funds 
will prompt a squeeze in the 
stock. It says Astra Zeneca 
will represent 4 per cent of 
the Footsie as opposed to 2 
per cent for Zeneca but the 
group will also be repre- 
sented in Sweden. 

Zeneca finance director 
Jonathan Symonds said yes- 
terday: “They [funds] were 
sceptical when we went in 
and thought the cast savings 
forecasts were too high. But 
the reaction to the presenta- 
tions has been positive and 
we think we are on a roll. 

The UK drugs group has 
been fiercely promoting its 


argument that the merger is 
solid and there would be 
little mileage for a counter 
bidder 

However Zeneca has a 
fragmented shareholder 
structure and there are still 
another 65 institutions to 
convince. Crunch time could 
come with the US road show, 
which is expected to kick off 
In mid January. 

US fund managers are 
notoriously well-informed 
about drugs companies and 
famously tough. They have 
seen some failed drugs merg- 
ers recently and could be 
sceptical. 

One US broker said yester- 
day: "The prospect of 


long-term growth prospects 
is unlikely to make them 
[Astra and Zeneca] the high- 
est priority investments for 
US fund managers.” 

British Airways shrugged 
off fears of a slowdown in 
passenger growth as a result 
of the conflict in the Middle 
East and moved forward 9*2 
to 362‘/ip to achieve one of 
the better FTSE 100 perfor- 
mances. However, the shares 
have already fallen from a 
high of 703p this year. . 

Rolls-Royce was ahead 
12% to 244p after a deal with 
Fokker on the Trent 500 
engine programme. 

The announcement of 
plans for tax breaks on UK 
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shipping encouraged senti- 
ment in P&O, which rose 
21 U to 688p. 

Tomkins was off 7% at 
27lKp as a broker, said to 
have been above the consen- 
sus forecast of £530m for 
1999, cut its estimate from 
c_ f aKm to Bsiftm, which is at 
the lower end of expecta- 
tions. The broker was said to 
be HSBC. 

Oil leaders gained on 
expectations of a tighter 
market because of the latest 
crisis in Iraq. BP gained 12 
to 888%p and Shell Trans- 
port 9 1 /. to 358y,p. 

But Iraqi oil exports were 
r unning as nbrmal through 
export terminals on the Med- 
iterranean and - the Gulf 
despite US air strikes and 
the price of Brent cnxde was 
stable. 

Thus, the oil export and 
production companies, 
which are under intense 
pressure from the weak oil 
price, lost earlier gains. 
Lasmo, which had recovered 
10 per cent slipped to close 
only 2 higher at lQtt&p. And 
Premier, which is also under 
severe pressure, dipped l to 

16%p. 

Fears that the Siebe/BTR 
merger might run into trou- 


ble from aggrieved share- 
holders saw both stocks 
down V.ip. US shareholders 
have publicly stated their 
opposition to the deaL BTR 
closed at 117 Up In volume of 
9 - 2 m, while Sidle finished at 
2l5%p in volume of 7.2m. 

News of stronger-than- 
expected UK November 
retail sales data combined, 
with a better than expected 
Confederation of British 
Industry industrial trends 
survey to boost the retail 
sector. 


Boost in store 



Appointments Announcements in the FT every Friday. 

Announces changes in senior personnel within a company. 


For more information on advertising opportunities 
please call: 

Tel: +44 171 873 4015 Fax: +44 171 873 4331 
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(i) 
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» 


fallowing the passing by the s ha reholders of the Bank at Ihe 
Extraonteiaiy General M ee tin g No. 1/2541 of the Bank held on 31st 
July, 1998 ol a resolution approving ffie same. 1.421200,000 
ordinary shares of the Bank ('Shares') were issued to ABN AMRO 
HOLDINGS (THAILAND) LIMITED on 9th September, 1988 at an 
aggregate subscription price of Baht 7.500.000,000; 

Such issue has rtsutad in m adjustment to Vie Conversion ftice of 
the Bonds pursuant lo Clausa 7(E) of the Trust Deed dated 90i 
February. 1994 consttufing Ae Bonds ton B8M.63.07 per Share 
to Baht 39.61 par Share wkh effect ton 9th September, 1998; and 
ABN AMRO HOUWW5S (THAILAND! UMI7ED MS agreed fa 
subscribe far, end (he Bar* h*$ agreed to issue, a battier 10,000 
onSrary sbarasof the Bank (8w ^*fe«r SharcsT) In the year 20Q0. 
The aggregate subso^bon price far the New Shares w«not be 
da t snninerfartattie year 2000 and be based on !lhe Banka 

1999 yesrend actuated consoydafad not asttt value. 


beoetl by BANK Of ASM PUBLIC COMPANY LUTED 
laoecerour. 1998 


Great Universal Stores 
jumped 16ft to 622 p while 
Boots saw its shares advance 
27 to 977p. Marks and Spa- 
cer shrugged off bearish 
comments from Henderson 
Crosthwalte made earlier 
this week and improved 2% 
to 394p. 

Media group Pearson, 
which owns the Financial 
Times, rose 31 to £11-62 in 
spite of a big placing at a 
substantial discount to . the 
market price. Cazenove 
placed 5m shares at £10.90 
per share, well below the 
stock's closing price on 
Wednesday. 

Later,' Gaz et Eaux of 
France said it had sold the 
shares for FFrSOOm (£54m), 
giving it a capital gain of 
around FFr350. The French 
group still has 7 per cent or 
42Jkn shares in Pearson. 

Reuters were marked op 
35V* to 613p as Morgan Stan- 
ley Dean Witter upgraded its 
recommendation to “buy" 25p. 


from "ne utra l”. The broker 
set a share mice target of 
670p a share. 

It issued its assessment on 
the assertion that Reuters 
tunings per share growth 
next year would be more sta- 
ble than that of the market 
as a whole. The broker said 
internal reorganisation and 
currency movements might 
allow it to increase its prof- 
its forecasts. 

Bid speculation returned 
to food retailer Asda Group 
sending the shares sharply 
ahnari am| boosting turnover 

as the company reported 
interim results. 

Once again it was US 
stores group Wal-Mart that 
was being talked about as 
the most likely predator for 
the UK’s third largest food 
retailer. The shares pm'nwi 
6Vi to 154p, as turnover 
soared to 22m, making its 
the most actively traded 
FTSE 100 stock yesterday. 

The strung bid talk came 
as the group unveiled 
interim profits up 4.1 per 
cent £197.8m and an 
improved divided. However, 
a warning from Aada that 
"the outlook is for highly 
competitive trading" saw 
several brokers trim. profit 
pgrimaton for the frill year. 

Housebuilder John. Laing 
suffered the worst perfor- 
mance in the FTSE 250. It 
fell 2214 to 247V(p after the 
tr ading statement from Han- 
son highlighted lower 
growth in the UK market,. 
Hanson, which is due to 
enter the FTSE 100 index, 
saw brisk trade of 3.4m as it 
lost 4 to 461p. Analysts were 
said to be increasing their 
forecasts for operating prof- 
its slightly, but because the 
mix bad moved towards the 
mare highly taxed US. the 
pre-tax line was left 
unchanged. 

Turnover in Raglan Prop- 
erties rose to 19m after it 
said it had bought back for 
cancellation &n of its own 
shares at 24.75p a share. The 
stock closed unchanged at 
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Bourses regain composure after bombing gjTaseesVright 
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end to dark year 


world oyemBw 

The air strikes on Iraq sent 
an early shudder through 
many of the Asian markets, 
although most quickly 
regained their composure 
while European markets 
were largely unmoved, 
irritcs Michael Morgan. 

Currency markets were 
also steady, with no sign of a 
flight to quality, tradition- 
ally the dollar or Swiss 
franc. Oil prices twitched 
higher on news of the raids. 


but soon lapsed into their 
recently sleepy state. 

Even gold was unfazed by 
developments. It was fixed In 
London at *293.75 an ounce, 
down 35 cents on Wednesday 
afternoon. “Gold is no longer 
a crisis metal.” said one ana- 
lyst. “This Is seen by the 
market as a minor event and 
even a predicable one." 

Tokyo picked up late in 
the Aslan day in what 
appeared to be concerted 
action by public pension 
hinds to push the Nikkei 225 


average above the 14,000 
level But its earlier weak- 
ness had more to do with 
losses in exports* stocks in 
response to the dollar’s falls 
a gain** the yen, than devel- 
opments In Baghdad. 

Hong Kong gave a Simi- 
larly muted response to the 
action a gains t Iraq, concen- 
trating on Tokyo’s rebound 
and higher 5&P 500 futures. 

Sydney and Wellington 
were beneficiaries of devel- 
opments in the Gulf as 
resource and cal stocks put 


hi a strong showing on the 
back of better metal and oil 
prices. 

Europe’s response to the 
attacks was marked by the 
bourses’ reluctance to stir 
from their somnolent run-up 
to the launch of the euro. 

Zurich was an exception 
on a day of much European 
inactivity, but its 2 per cent 
jump ms ascribed to techni- 
cal and derivatives linked 
trade ahead of today's option 
expiry on Burex. 

The Bundesbank surprised 


no one with news that it had 
left interest rates unchanged 
at the last of its regular 
rrnmcji meetings Hus year. 

And the Bank of Prance, 
which usually tracks devel- 
opments in Frankfurt, pre- 
dictably held i& fire. 

“The markets are dearly 
taking the view, that the 
intervention in Iraq will be 
sheet," said (me senior Euro- 
pean strategist 

Meantime, Geoffrey Den- 
nis at Deutsche Morgan 
Grenfell has cautioned that 


emerging markets are set for 
another difficult year in 1999 
as global Hwflft H rm a y y h wwte 
intensify and the wreid econ- 
omy continue* to slow. 

“Although liquidity sup- 
port will cone again from 
lower' interest rates, the 
major rally since September 

IX ha*. BHmiiMhA ' i m wf i of! 

the valuation discount in the 
emergtog markets, - says Mr 
Dennis. “In the year to come, 
it will he mare difficult to 
ignore 1 worsening growth - 

f rrnrtam«»wt^g ” 


Financials 
power early 
Wall St rise 


Zurich jumps above 7,000 level 


AMERICAS 

US share prices opened 
strongly yesterday as Wall 
Street shrugged off the air 
strikes against Iraq, forties 
Richard Waters in New York. 

The uncertainty caused by 
the military action loomed 
less large an the stock mar- 
ket's horizon than a range of 
other issues that have preoc- 
cupied it of late, including 
the fate of the Clinton presi- 
dency. the outlook for corpo- 
rate earnings and the pros- 
pects for Brazil. These 
concerns retreated briefly, 
however, allowing the main 
market indices to gain a per- 
centage point or more dur- 
ing the morning. 

By early afternoon, the 
Dow Jones Industrial Aver- 
age bad gained 88.05 to 
S .878.65. while the Nasdaq 
composite was up 27J2 at 
2,036.68 and the Stan- 
dard & Poor's 500 index 
climbed 13.83 to 1475.77. 

The Dow’s gain was pow- 
ered by advances in finan- 
cial stocks, which benefited 
in part from confident com- 
ments from Chase Manhat- 
tan about its fourth-quarter 
earnings. The bank’s com- 
ments helped Dow constitu- 
ents such as Citigroup, 
which rose $i|| to *49ft, and 
American Express, which 
jumped S4£ to *97g. Chase, 
which is not in the Dow,- 
rose $4£ or 7.4 to S87«. 

Oil stocks retreated, 
reflecting profit-taking and a 
widely held view that the 
attack on Iraq would do little 
to lift flagging oil prices. 
Exxon slipped si Vi to $74% 
and Chevron dropped $2% to 
SSI 1 .. 

Elsewhere in the Dow, 
AT&T rose S2‘» to $71}J amid 
n general rally in telecom 
stocks. The advance pushed 
Ma Bell towards a new 


record, and represented a 
rise of more than 40 per cent 
since the end aT August 

Internet companies contin- 
ued to feature among the 
most heavily traded cm the 
Nasdaq market, as sharply 
divergent views of their 
prospects added to the 
recent volatility. 

An analyst at Oppen- 
heimer had helped spark a 
19 per cent jump at Ama- 
zon.com on Wednesday with 
a prediction that its share 
price would reach *400: yes- 
terday, an analyst at Merrill 
Lynch set a price target of 
*50, prompting a 10 per cent 
slide early in the day. By 
early afternoon, though, 
buyers had returned, driving 
the shares back up to $283%, 
a loss on the day of only *5% 
or 2 per cent 

TORONTO edged lower at 
mldsessian as gold and oil 
prices eased slightly after 
concents faded following the 
overnight air strikes by the 
US and Britain against Iraq. 
The TSE-300 composite index 
was 12.47 weaker by noon at 
6,271.36 in volume of 35m 
shares. 

Analysts noted that trad- 
ing was light with many 
operators already enjoying 
extended Christinas holi- 
days. 

Seven of the market’s 14 
sub-indices opened in nega- 
tive territory, led by a 1,4 per 
cent drop in the gold and 
precious minerals in iter and 
a dip in the merchandising 
sector. 

The gold sector, which 
gained 3.6 per cent on 
Wednesday, sliped as the 
gold price In New York 
weakened. 

In the gold group, Barrlck 
Gold was C$1 lower at 
C$30.55 and Placer Dome lost 
70 cents to C$1855. 


EUROPE 

Hopes for a ye ar-end , rally 
were kindled in ZURICH as 
the market advanced 
strongly and the SMI Index 
punched back through the 
7,000-point level. 

Dealers noted that much 
of the activity was deriva- 
tives related ahead of today's 
option expiry on Eurex. 
However, with some win- 
dow-dressing, it was still 
enough to send thn imtev up 
154.5 or 12 per cent to 7.04L 

Among the recently active 
insurers, Baloise ran into 
pr ofit- taking. Inning SFT22 to 
SFr 1,431 as speculation 
about a possible takeover by 
Deutsche Bank dried up. 

UBS jumped SFr 19 or 4.7 
per cent to SFr427, helped by 
a Merrill Lynch upgrade, 
while CS Group put on 
SFrt.75 to SFr217. 

Telecom Swisscom jumped 
SFr33 or 6.1 per cent to 
SFrS78 with many fund man- 
agers topping up portfolios. 

Among industrials, ABB 
rose SFr47 to SFri.fiQS amid 
unconfirmed reports that it 

The FISC Eurotop 300 index 
rose 1206 or 1JJ8 per cent to 
1,13627. See Euro Prices page. 



The pathologically depressed 
Riga stock exchange has 
bucked up over the past few 
weeks. The BK3 price index 
has. gained more than 15 pm* 
cent since December l - an 
encouraging rise; but paltry 
when set against Riga's per- 
formance of recent years. 

The bourse has lost about 
three-quarters of its value In 
the course of this yean clos- 
ing at 754A4 on the first day 
Of trading in 1998, the index 
hit its year’s low of 150.45 in 
November. £t closed at 192.07 
yesterday. 

This brief reversal of fbr- 
By contrast, same compa- tunes can be attributed to 
nfes that are about to deport load investors, sparred by 
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Fears of devaluation 
reappear in Sao Paulo 


intended to sell its 50 per 
cent stake in railway equip- 
ment maker, Adtranz. ABB 
dadfofl d to co mment 
FRANKFURT was buffeted 
by today’s futures expiry, 
ending 4527 higher at 
4,732.11 on the Xetra Dax 
after a session dominated by 
today's futures expiry and 
bargain-hunting. 

Adidas-Salomon gained 
DM1520 at DM18420. Preus- 
sag jumped DM34.40 or 42 
per cent to DM735.05 on 
news of plans to expand Its 
travel agent operations with 
a bid for the German group 
First Reisebtiro. 

Steel leader Thyssen added 
DM1020 at DM287 while 
chemicals group Henkel was 
also among the best of the 
day, gaining DM5.75 at 
DM12625. 

PARIS ended 43.70 higher 
at 3,751.17 on the CAC-40 
index after a slightly busier 
session for a three-day gain 
of 2.4 per cent 
Oils made a strong start 


but feU back as the interna- 
tional ofl pric» weakened. At 
the close, Total was off 
FFr22 at FFr566 and Elf 
Aquitaine FFr12 at FFr630. 
Among the. market heavy- 
weights, Renault was also 
weak, slipping FFr3.40 to 
FFr236. 

Among rising stocks, Pin- 
ault Printemps »d«ted FFr59 
or 62 per cent to FFr999 
after rumours involving, the 
medi a secto r. 

AMSTERDAM continued 
to puSh higher with the ASX. 
index adding 1616 at 1,11328 
ahead of today’s options 
expiry. 

Financials had another 
good day and Royal Dutch 
and Unilever also poshed 
higher. ABN-Amro added 
FI L10 at FJ 3840 and Fortis 
Amev gained FI 4.40 at 
J7 14520. 

Philips stayed weak, slip- 
ping F13J0 to FI 113.40, but 
Royal Dutch gained FI 220 at 
FI 9120 and Unilever added 
FI 420 at F114520. 

Vender pushed ahead after 
a local court gave the 
goahead tor the merger with 
rival retailer KBB. The 
shares added FI 1.10 at 
FI 44.70. 

HELSINKI prospered 
again as Nokia, the telecom- 
munications company, 
pasted a large gain tor the 
thir d day running. 

The Hex general index 
closed 88.75 or L7 per cent 
higher at 520720, adding to 
a rise of 42 per cent in the 
previous two days. 

Nokia has recovered 
strongly since its share price 
fell 32 per cent over three 
days after a profits warning 


last Thursday by Swedish 
rival Ericsson. - - - 

Nokia FM38 or 32 

per cent to end at FM58L50, 

manning that ttw Stock hag 

advanced 9.7 per cent in the 
past three days’ trading. 

Raisio, the food group, 
continued its variable perfor- 
mance prior to the US 
launch of BenecoL its choles- 
terotcatttag: food agent. The 
stock dipped FMQ20 or 12 
per cent to finish at FMS8J50. 

MADRID- edged down as 
interest focused on stodrs 
that the stock iwy te* cam- 
mission has decided to add 
to or remove from the 
Woe-chip Ibex-35 index. 

The general index lost 121 
or 0.1 per cent to end at 
81927. 

Acciona, the construction 
company which will shortly 
Join the Ibex-35, gained 
Pta660 or 9 per cent to finish 
aiPta720O.' ■' 


from the index fared badly. 
Tubacez, the steel tube 
maker, dropped PtalS or 42 
per cent to end at Pta293, 
while Asturiana de Ww, the 
zinc producer, moved down 
Pta75 or 62 per cent to 
Ptal44Q. 

COPENHAGEN rose for 
the seventh successive day 
as three-quarters of KFX 
index-listed stocks posted 
gains. 

The KFX moved up LOS or 
02 per cent to 20942. The 
index has now risen 6J per 
cent in the past seven days’ 
trading: 

Tele Danmark, the tele- 
coms operator, climbed DKr7 
or 02 per cent to DKr803. 
The stock accounted tor 28 
par cent of the. index’s turn- 
over. 

Danisco, the food and 
packaging group, gained 
DKm or SA per cent to end 
at DKr332 after it released 
first-half pre-tax profits that 
were slightly ahead of expec- 
tations. 

MILAN moved forward in 
late trading after Wadi Street 
opened stronger. The hfibtel 
index rose 106 or 02 per ceut 
to «»nd at xiy iA 

Dealers said trading had 
been dominated by portfolio 
adjustment prior to the 
expiry of futures and options 
contracts today.. 

VWtas and~sdtatf by Jvffroy 
Brown, Htetnet Peel, Mark 
HariBiy and Pant Grepan 


the low prices, deciding to 
build up portfolios with an 
eye on better days, says Ren - 
ars Harass, trader with Tal- 
invest Suprema Securities. 

The latest activity has 
been strongest on fee sec- 
ondary list, whose ranks 
may soon be boosted by the 
switch of some companies 
from the of ficial itst_ 

With Russia’s economic 
crisis taking a big toll on 
Latvian exports, which foil 
by two-thirds in September, 
a number of companies are 
contemplating such a move. 
Fees, as well as equity capi- 
tal and reporting require- 
ments, are lower there. 

Some of the companies 
were not feeling well in this 
economic environment They 
hoped that by listing on the 
secondary , list their stock 
mice would be boosted, Mr 
Karras said. 

Leading stocks on the offi- 
cial list have not taken part 
in the recent rises. Liquidity 
in the stocks of Unibanka, 
Latvia’s largest bank, and 
VentspOs Nafta, the oil ter- 
minal operator, has lan- 
gushed. The market capital- 
isation-weighted Dow Jones 
RSE index, sometimes 
referred to as the “Umbanka 
index", has hardy budged. 

“Considering the size of 
the company [VentspUs 
Nafta], we're trading very 
little of it," says Girts Qzols 
of Hansabank Markets. 
Ventspils Nafta, through 


which 13 per cent of Russia’s 
crude oil productio n Is 
exported, has benefited, from 
Russia's economic crisis, as 
oil firms, hungry for hard 
currency, have boosted 
exports. 

The game cannot be said 
of Latvian banks. Last week, 
Elnara Repse, the central 
hnnV governor, openly con- 
ceded tor the first time that 
only a few banks would post 
a profit in 1998. Unibanka 
has posted an ll-monfh loss 
of 4.64m Iats and market 
watchers are awaiting with 
some concern the unaudited 
1998 results, due in January. 

Investors have already 
priced the banks’ poor per- 
formance into share prices, 
and were not too surprised 
by toe central bank’s asses- 
mmt of the banking sector's 
health, said 2ft* Harass. 

More bad news may in foot 
be on the way. The central 
vumic has still not ordered 
pine commercial banks, 
including Unibanka, to 
record their Russian trea- 
sury-bill holdings at market 
value, says Mr Ozols. A dear 
picture of the banking sec- 
tor’s health may not be 
available until the audited 
1996 results are released in 
three months’ time. 

“The problem with Lat- 
vian banks is that they are 
good at cooking books - and 
they’re cooking like hell,” 
Mr Ozols added. 

Mate] Vipotaik 


SAO PAULO continued to 
»*dgv lower in early trading, 
clipping 26.no to 6292 on the 
Biivchpa index at midsession 
in spite of the initial gains 
on Wall Street. 

Brokers suid that devalua- 
tion rnurprziN kid resurfaced 
with some pundits hinting at 
u 15 per rrnl currency down- 
turn earl) in the New Year. 

TelebnLs receipts were off 
1.3 per cent at 9020 pesos 
and Petmbras fell 3 per cent 
to 128 pesos. 


MEXICO CITY was little 
changed at midsession with 
the IPC index up 19.41 at 
3,760.66. 

Tough talking by govern- 
ment ministers on tariffs 
had initially pushed bendi- 
mark Trimex lower, but by 
midsession the shares had 
recovered their poise, mov- 
ing to 22.60 pesos or the 
overnight dose. 

SANTIAGO pushed higher 
with the IPSA index adding 
1.76 or 2.4 per cent to 7621. 


Jo’burg banks end lower 


SOUTH ATOKA 

Johannesburg closed lower 
in spite of some early 
strength as the dose-out of 
December futures contracts 
failed to spur baying of 
underlying stocks. 

The overall index lost 362 
to 523S2. wife leading bank- 
ing stocks all ending in neg- 
ative territory. Industrials, 


which dominated activity 
and were responsible for 
heavy volume, firmed just 
22 at 52922. 

Golds, however, enjoyed a 
good run on the back of a 
be tter b ullion price that roee 
to $29320 an ounce. The gold 
index finished 21.4 higher at 
9542. Platinum and palla- 
dium also made strong 
advances. 


Nikkei rises despite air strikes 


ASIA PACIFIC 

Shares in TOKYO closed 
with modest gains as the 
market emerged unbruised 
from news of the US-British 
military strike against Iraq, 
Rrutrr reports. 

Buying by public pension 
funds pushed the Nikkei 225 
average up above fee key 
14.000-point level. Earlier, 
the market had been under 
pressure from losses in 
Japan's exporter stocks due 
to the dollar's downturn 
against the yen. 

The Nikkei 225 closed 30.69 
higher at 14.126.99. It had 
briefly slid as low as 
13,91723 and peaked for the 
day at 14.16922. 

Among blue-chip export- 
ers, Sony kxa Y120 or lJ per 
cent to end at Y8210. Canon 
fell Y25 to Y2.K5. 

Trading volume remained 
light at 356m shares on the 
first section of the Tokyo 
Stock Exchange against 
336m on Wednesday. Declin- 
ing issues outpaced advan- 
cers 675 to 414 while 185 
were unchanged. 

Other indices were mixed. 
The Tbpfcs index of all first- 
section shares eased 1.13 at 
L032.26 while the Nikkei 300 
edged up 027 at ‘217.74. 


Stem prte* rod Mac Wand 
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The market had also been 
depressed by news that pre- 
viously promised tax cuts 
would be topped off wife 
exemptions for parents, 
bringing total apnial tax 
relief to more than Y9,O0Obn. 

Hitachi was the first sec- 
tion's most actively traded 
Issue with a rise of Y21 to 
Y733. after Warburg Dillon 
Read raised its recommenda- 
tion because of an improve- 
ment in the company's pro- 
duction yield of 64 MD-Ram 
chips. 

SYDNEY pushed ahead on 
The back of a significant 
rally for resource stocks. 

The All Ordinaries Index 


rose 42.7 to 2,740, a gain of 

1.6 per cent. The All 
Resources index advanced 

2.7 percent Investor calcula- 
tions feat the jntog* miiMb 
eastern crisis would boost 
depressed energy prices 
Sparked a wave of baying. 

Woodside Petroleum 
gained 16 cents to A$72S and 
Santos jumped 18 emits or 
42 per cent to AJ427- BHP 
added 37 cents at ASU.67. 

WELLINGTON rose 41.17 
or 22 per cent to L99429 on 
the AD capital index. Fletcher 
Energy rose 24 emits or 7 per 
cent to NZ$3.67. Air New 
Zealand B jumped 20 cents 
or 82 per cent to NZ$227. 

HONG KONG closed 
higher, but trade was quiet 
as investors gave a muted 
response to the overnight 
US-led air strikes cm Iraq. 

The Hang Seng index 
gained 14322 or 12 per cent 
to 1026321 in t u rnover feat 
remained «dhn at WKiahn 

Banks ware at the ctsitre 
of attention. HSBC rained 
HKS4 to HK3190 and Hang 
Seng Bank ended HKS2 
higher at HK3S9.75. 

News that Fuji Bank had 
agreed to sell its entire 44 
per cent stake in Gong 
Kong’s Swung On Hank to 
fee Development Bask of 


Singapore weighed on senti- 
ment, with investors disap- 
pointed at the acquisition 
price. Kwong On Bank 
dropped 20 cents to HK$920. 

Bank of Ea st Asia rose 20 
cans to HKS14I5 and Wing 
Hang Bank dipped 10 cents 
to HKI20.10 as Moody's 
downgraded ratings for both, 
but affirmed current ratings 
for five other Hong Kong- 
based banks. - 

SEOUL CM] Sharply for a 
second day as profit-taken 
moved in. 

The composite index 
closed 17.08 or 3.1 per cant 
down at 52829, adding to 
Wednesday’s 52 per cent 
decline. The number of 
shares traded dropped to 
244m yesterday, compared 
wife Wednesday’s record 

total of 894m. 

Securities and construc- 
tion companies sufteed after 
outperforming the market 
earlier fete weds. The securi- 
ties sub-index lost 12.4 per 
cent and the construction 
sub-index shed 132 per cent 

BOMBAY Ml as develop- 
ments in Iraq triggered a 
weak opening, followed by 
some aggressive selling by 
foreign funds- The BSE-80 
index lost 72.48 or 22 per 
cent to 226424. 
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